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34-12279 TODD AND COMPANY, INC. 
AND THOMAS K. LANGBEIN 
Where member of registered 
securities association and 
member's president were found 
to have arbitrarily raised the 
price of a stock that they had 
just finished distributing to in- 
duce their customers to pur- 
chase and sell that stock in 
large quantities, association's 
findings that such conduct was 
inconsistent with high stand- 
ards of commercial honor and 
just and equitable principles 
of trade and violated associa- 
tion’s prohibition against use 
of manipulative devices af- 
firmed, $50,000 fine imposed 
therefor sustained, and other 
sanctions modified 
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FOREIGN RESTRICTED LIST 


The Commission has received information that Aguacate 
Consolidated Mines, Incorporated, is engaged in publicly 
offering its shares of stock by mail and by telephone to in- 
vestors in the United States. 


This company was incorporated in May 1974 in the 
Republic of Costa Rica. Its written solicitations to induce in- 
vestors to invest in its shares of stock state that it has ob- 
tained mineral rights to 2,347 acres in that country that in- 
clude old gold mines that had not been worked for a number 
of years. It further states that the consideration for these 
mineral rights was 250,000 shares of its stock and a 
“deferred note” for $75,000, given to Fabio Fournier of 
Costa Rica, the Vice-President of the corporation, and 
another 250,000 shares and ‘‘deferred note” for $75,000 to 
Atlanta Foreign Investments. 


The president of Aguacate Consolidated Mines, Incor- 
porated, is V.C. Rasmussen of Atlanta, Georgia, who also is 
president of Atlanta Foreign Investments. The list of 
shareholders in the United States to whom shares of 
Aguacate Consolidated Mines have been offered. and sold 
shows that there are about 450 shareholders residing in 43 
states. It appears that approximately two and a half million 
shares have been issued and are outstanding. As recently as 
February 5, 1976, this corporation has been offering to sell 
125,000 additional shares to its present shareholders at 
$2.25 per share. 


The records of the Commission disclose that no registration 
statement has been filed with the Commission under the 
provisions of the Securities Act of 1933 covering the shares 
of stock of Aguacate that have been publicly offered and 
sold to investors in the United States. Therefore, it is clear 
that the shares of Aguacate being publicly offered and sold 
in the United States are being offered and sold in violation of 
the provisions of Section 5 of the Securities Act of 1933. 


Accordingly, the Commission has placed Aguacate Con- 
solidated Mines, Incorporated, on the Foreign Restricted 
List. This is a list of foreign corporations whose securities are 
being publicly offered for sale in the United States in viola- 
tion of the provisions of Section 5 of the Securities Act of 
1933. 
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Admin. Proc. File No. 3-4987 
In the Matter of 


GORDON SECURITIES LIMITED 
Montreal Canada 
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FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act of 1934 ("Exchange Act’), an offer of settle- 
ment has been submitted by Gordon Securities Limited 
(“Gordon”) a registered broker-dealer. Solely for the pur- 
poses of the instant proceedings and any other proceedings 
brought by the Commission or any governmental agency of 
the United States or any state thereof or United States self- 
regulatory body for enforcement of the sanctions set forth 
below, and without admitting or denying the allegations in 
the order for proceedings, Gordon consents to the entry of 
this order providing for a finding of a violation of Section 
10(b) of the Exchange Act and Rule 10b-4 thereunder. Upon 
the recommendation of its staff, the Commission has deter- 
mined to accept the offer. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that during the period from about 
November 19, 1974 to November 23, 1974 Gordon willfully 
violated Section 10(b) of the Exchange Act and Rule 10b-4 
thereunder in connection with a short tender scheme in- 
volving a tender by Abitibi Paper Co., Ltd. of the common 
stock of Price Co., Ltd. 


As a part of the offer of settlement, Gordon has undertaken 
in writing to disgorge, pursuant to a plan, the $13,246.45 in 
gross commission and foreign exchange gain which Gordon 
received in its tender on behalf of Van Mark & Co., of shares 
of Price Co., Ltd. through the facilities of the Montreal stock 
Exchange, on or about November 21, 1974. 


Gordon also has agreed to hold itself available, in Montreal 
or Toronto, to respond to any subpoena issued at the in- 
stance of the Commission, in connection with any aspect of 
these proceedings, or any present or subsequent civil case 
brought by the Commission in connection with the matters 
which are the basis far this order. 


In view of the foregoing, it is in the public interest to accept 
the offer of settlement and impose the sanctions specified in 
the offer of settlement. 


Accordingly, IT 1S ORDERED that subject to the terms, con- 
ditions and undertakings set forth above, Gordon Securities 
Limited be, and it hereby is: 


(a) Censured, 


(b) Prohibited from tendering securities on behalf of 
another person in response to a tender offer for a 
period of one year from the entry of this Order: 


(c) Prohibited from transacting any business with 
Fred Roven, Charles Roven, Van Mark & Co. or any en- 
tity or nominee known by Gordon to be an affiliated or 
associated person of Fred Roven or Charles Roven; 
provided, however, that the foregoing shall in no way 
preclude Gordon from making a claim against or 
resolving any dispute it may have with any of the 
foregoing; 


(d) Ordered to institute the following specific written 
procedures designed to prevent violations of Rule 
10b-4; 

















(1) Close supervision of the activities of Frank A. 
Costantini (““Costantini’’) while Costantini continues to 
be employed by or subject to the supervision of Gor- 
don, by the president of Gordon or his designee. 


(2) A prohibition of Costantini’s opening any new ac- 
counts for Gordon for a two year period from the entry 
of this order. 


(3) A thorough review of any transactions involving 
tender offers in which Costantini has a part for Gor- 
don, by the president of Gordon or his designee. 


(4) For a period of five (5) years from the entry of this 
order, prior to tendering or guaranteeing the tendering 
of any securities in response to any tender offer, Gor- 
don, or its agent, shall have either physical possession 
of the securities being tendered, or shall have the 
following information in writing (or orally given and 
reduced contemporaneously to writing by an 
employee or agent of Gordon) from the tenderor, or its 
agent, to the best of the tenderor’s or agent's 
knowledge, information and belief: (i) the date on 
which the tenderor acquired the securities being 
tendered; (ii) the certificate numbers of the securities 
being tendered, if reasonably available; (iii) the 
knowledge, if any, that the tenderor has concerning 
the relationship between the tenderor and the person 
from whom he acquired the securities being tendered; 
(iv) whether the tenderor acquired the securities 
through a short sale to him; (v) whether the tenderor 
has any reason to believe that the transaction will 
result in a violation of Rule 10b-4; (vi) whether the 
tenderor owns the securities being tendered; and (vii) 
whether the tenderor is acting as principal or agent in 
connection with the tendering. 


By the Commmission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12273/March 26, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
DEPOSITORY TRUST COMPANY (File No. SR-DTC-76-1) 


The Depository Trust Company ("DTC’) submitted, on 
March 16, 1976, a proposed rule change pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934 (the 
“Act’’). The proposed rule change would permit a participant 
in DTC's institutional delivery (‘ID’) system to “except” that 
portion of a security position needed to meet segregation 
requirements while permitting the remaining portion of the 
position to become available for deliveries in the PDQ part of 
the ID system. Currently, a DTC participant must except the 
entire position when some shares are needed for segrega- 
tion purposes. The change will be effected by means of an 
amendment to the PDQ exception form. 


Publication of the submission is expected to be made in the 
Federal Register during the week beginning March 29, 
1976. Interested persons are invited to submit written data, 
views and arguments concerning the submission within 
twenty-one days from the date of publication in the Federa/ 
Register. Persons desiringsto make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-DTC-76-1. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12274/March 29, 1976 


NOTICE OF FILING OF APPLICATIONS FOR REGISTRA- 
TION OF CLEARING AGENCIES PURSUANT TO SECTION 
17A OF THE SECURITIES EXCHANGE ACT OF 1934 


The following entities have made application to become 
registered clearing agencies under Section 17A of the 
Securities Exchange Act of 1934 (the Act”) and pursuant 
to subsection (c)(1) of Rule 17Ab2-1 under the Act. 


Japan Securities Clearing Corporation - File No. 600- 
14 

National Securities Clearing Corporation - File No. 
600-15 


The application of National Securities Clearing Corporation 
is intended to effect a proposed consolidation, in one entity, 
of the operations of Stock Clearing Corporation, American 
Stock Exchange Clearing Corporation and National Clearing 
Corporation, each of which is presently a registered clearing 
agency. 


Pursuant to subsection (c)(1) of Rule 17Ab2-1 under the 
Act, if requested by an applicant, the Commission may grant 
the applicant registration as a clearing agency but exempt 
the applicant from one or more of the requirements as to 
which the Commission is directed to make a determination 
pursuant to subparagraphs (A)-(I) of Section 17A(b)(3) of 
the Act. Registration pursuant to subsection (c)(1) of Rule 
17Ab2-1 shall not be effective for more than eighteen (18) 
months from the date on which registration is made effec- 
tive by the Commission. 


Subsection (c)(2) of Rule 17Ab2-1 requires that, in the case 
of any clearing agency registered in accordance with sub- 
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than nine months from the date such registration is made 
effective, will either grant registration without exempting the 
registrant from one or more of the requirements as to which 
the Commission is directed to make a determination pur- 
suant to subparagraphs (A)-(I) of Section 17A(b)(3) or will 
institute proceedings to determine whether registration 
should be denied at the expiration of 18 months. 


Interested persons are invited to submit written data, views 
and arguments concerning the foregoing applications within 
six weeks from the date of publication of this notice in the 
Federal Register. Such written data, views and arguments 
will be considered by the Commission in granting registra- 
tion or instituting proceedings to determine whether 
registration should be denied in accordance with subsection 
(c)(2) of Rule 17Ab2-1. Persons desiring to make written 
submissions should file six copies thereof with the Secretary 
of the Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D. C. 20549. 
Reference should be made to the appropriate file number. 


Copies of the applications and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. 20006. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12275/March 29, 1976 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934, as amended, (“Exchange Act’) against 
SMW Securities, Inc. (“Applicant”) of Jackson, Mississippi 
to determine whether the application of SMW Securities, 
Inc. to become registered as a broker-dealer should be 
denied. 


The proceedings are based upon allegations of the Com- 
mission's staff that Applicant willfully violated the broker- 
dealer registration requirements of Section 15(a) of the Ex- 
change Act. Applicant is also charged with willful violations 
of Section 17(a) of the Exchange Act and Rules 17a-3 and 
17a-11(a)(3) thereunder concerning its responsibilities un- 
der those rules to make and keep current books and records 
and to give telegraphic notice of its failure to do so. 


A hearing is scheduled for April to take evidence on the staff 
allegations and to afford the Applicant an opportunity to 
offer any defense thereto, and for the purpose of deter- 
mining whether the allegations are true and, if so, whether 
any action of a remedial nature should be ordered by the 
Commission. 
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section (c)(1) of Rule 17Ab2-1, the Commission, not later - 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12276/March 29, 1976 


Administrative Proceeding File No. 3-4979 


In the Matter of 


UNITED COIN SERVICES, INC. 
Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until April 16, 1976 to re- 
quest a hearing on an application by United Coin Services, 
Inc. (the “Applicant’), pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 for an order exempting the 
Applicant from the reporting requirements of Section 15(d) 
of that Act. 


The Applicant is principally engaged in the business of in- 
stalling and maintaining coin operated laundry equipment in 
leased locations at apartment buildings and multi-family 
housing complexes for use by occupants. On December 8, 
1975, Applicant became a wholly-owned subsidiary of 
Solon Automated Services, Inc. There is no longer any 
trading activity in Applicant’s equity securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12277/March 29, 1976 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 505/March 29, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9221/March 29, 1976 


Admin. Proc. File No. 3-4727 
In the Matter of 


GERALD H. CAHILL 
1261 Madison Avenue 
New York, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these administrative proceedings under the Securities Ex- 
change Act of 1934 ("Exchange Act’’), the Investment Ad- 
visers Act of 1940 (Advisers Act’), and the Investment 
Company Act of 1940 (“Company Act’), Gerald H. Cahill, 
the vice president, a director, and majority shareholder of 
Scherl, Egener & Bassuk, Inc., formerly a registered broker- 
dealer and investment adviser,’ has submitted an offer of 
settlement, without admitting or denying the substantive 





‘The broker-dealer and investment adviser registrations of 
Scherl, Egener & Bassuk, Inc. were revoked by the Commis- 
sion on March 2, 1976. Securities Exchange Act of 1934 
Release No. 12155 (March 2, 1976). 
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allegations in the order for proceedings, which the Commis- 
sion has determined to accept. 


On the basis of the order for proceedings (‘order’) and the 
offer of settlement, it is found that Gerald H. Cahill: 


1. willfully aided and abetted violations of the Ex- 
change Act as alleged in the order, and 


2. while acting as an officer and director of two 
registered investment companies, engaged in acts and 
practices constituting a breach of fiduciary duty in- 
volving personal misconduct in respect of the public 
interest, as alleged in the order. 


It is therefore in the public interest to impose the sanctions 
specified in the offer of settlement.” 


Accordingly, IT |S ORDERED that, effective at the opening 
of business on the second Monday after the date of this 
order, Gerald H. Cahill be, and he hereby is, barred from be- 
ing associated with any broker, dealer, or investment adviser 
and is permanently and unconditionally prohibited from serv- 
ing or acting in any of the capacities specified in Section 


‘9(b) of the Company Act. 


For the Commission by its Secretary pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





2 The findings herein are not binding on any other respon- 
dent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12278/March 29, 1976 


Administrative Proceeding File No. 3-4519 
In the Matter of 


Michael Batterman 
128 South Beverly Glen Rd. 
Beverly Hills, California 


Ragnar Option Corporation 
39 Broadway 
New York, New York 


Victor Sperandeo 
39 Broadway 
New York, New York 


FINDINGS AND ORDER ACCEPTING OFFER OF SETTLE- 
MENT AND IMPOSING REMEDIAL SANCTIONS 


The captioned respondents have submitted offers of settle- 
ment in these proceedings pursuent to Sections 15(b), 15A, 
and 19(a)(3) of the Securities Exchange Act of 1934 (’’Ex- 


® change Act”). 
' 


\ 
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In their offers, respondents waived a hearing and post- 
hearing procedures. Solely for the purpose of these 
proceedings and any other proceedings pursuant to Sections 
15(b), 15A and 19(a)(3) of the Exchange Act, and without 
admitting or denying the allegations in the Order for Public 
Proceedings, they stipulated that findings of willful violations 
may be made. They also consented to the imposition of 
specified sanctions and made certain representations and 
undertakings. 


After due consideration of the offers of settlement, and upon 
the recommendation of its staff, the Commission has deter- 
mined to accept such offers. 


Findings 


On the basis of the Order for Proceedings, the record of the 
proceedings as to respondent Michael Batterman (‘‘Batter- 
man’), and the respondents’ offers of settlement, the Com- 
mission makes the following findings: 


(1) Manipulation. During the period from August 1, 
1972 to January 31, 1973, Batterman, Ragnar Option 
Corporation (‘Ragnar’), and Victor Sperandeo 
(“Sperandeo”) willfully violated and willfully aided and 
abetted violations of the antimanipulation provisions 
of Sections 9(a)(1), 9(a)(2), and 10(b) of the Exchange 
Act and Rule 10b-5 thereunder in connection with the 
purchase and sale of put and call options on common 
stock of Vetco Offshore Industries, Inc. (‘“Vetco’’), and 
in cannection with the purchase and sale of shares of 
Vetco common stock. Throughout the relevant period, 
Batterman was a registered representative employed 
by duPont, Glore Forgan, Inc. (“duPont’’),' a member 
of the American Stock Exchange (“AMEX”) and other 
securities exchanges, Ragnar was a registered broker- 
dealer primarily engaging as a “put and call’ dealer, 
and Sperandeo was an officer, director and owner of 
voting securities of Ragnar. Vetco common stock was 
listed on the AMEX at all times relevant herein. 


Section 9(a)(1) of the Exchange Act prohibits “wash sales,” 
in which a person seeking to raise or support the price of a 
stock places simultaneous orders to buy and sell quantities 
of the same security in transactions involving no change in 
the beneficial ownership of the stock, and “matched orders,” 
in which a person places buy or sell orders for a security with 
the knowledge that sell or buy orders of substantially the 
same size and price will be placed simultaneously therewith. 
These two practices constitute violations of Section 9(a)(1) 
when engaged in “* ** for the purpose of creating a false or 
misleading appearance of active trading in... or a false or 
misleading appearance with respect to the market for 
any...security***."” Section 9(a)(2) of the Exchange Act 
prohibits any series of transactions creating actual or ap- 
parent active trading in a security, or raising or lowering the 
price of a security, where the purpose of such transactions is 
to induce the purchase or sale of the security by others. 


Similarly, the aforementioned activities in connection with’ 
the purchase or sale of any security operate as a fraud or 
deceit upon any person and are prohibited by Section 10(b) 
of the Exchange Act and Rule 10b-5 thereunder. 





' Securities Exchange Act Rel. No. 10968 
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Both Section 9(a)(1) and 9(a)(2) require that the proscribed 
activities be engaged in with the requisite manipulative in- 
tent. The Commission has recognized that, absent an admis- 
sion, ‘the finding of manipulative purpose must be based on 
inferences drawn from circumstantial evidence.’’? This in- 
ference of manipulative purpose is justified where a person 
with a financial interest in raising or depressing the price of a 
security engages in the type of market activity proscribed by 
Sections 9(a)(1) and (2).° 


Unlike Sections 9(a)(1) and (2), no manipulative purpose is 
required to establish a violation of Section 10(b) and Rule 
10b-5. It is sufficient for the person to engage in a course of 
business which operates as a fraud or deceit as to the nature 
of the market for the security.‘ 


In violating Sections 9(a)(1), 9(a)(2) and 10(b) of the Ex- 
change Act and Rule 10b-5, respondents engaged in the 
following activities: 


(a) In cooperation with a customer of Ragnar 
(“Ragnar’s customer”) not named as a respondent in 
these proceedings’, respondents engaged in the 
purchase and sale of over-the-counter put and call op- 
tions in a manner calculated to produce matching 
purchase and sale orders for Vetco stock on the floor 
of the AMEX. 


In one variation of this activity, Ragnar’s customer sold ex- 
piring Vetco calls to Ragnar and placed orders with Ragnar 
for new Vetco calls. Ragnar and Sperandeo exercised the ex- 
piring calls and immediately resold the Vetco shares so ac- 
quired in a manner designed to insure that the resulting sale 
order would arrive on the floor of the AMEX at a predeter- 
mined time. Ragnar and Sperandeo filled the customer's 
orders for new calls by purchasing Vetco puts from accounts 
at duPont managed by Batterman and having them con- 
verted into calls by option converters.° The orders were 
“matched” by Ragnar and Sperandeo timing the conversion 
of Batterman puts into calls such that the option converters’ 
buy orders for Vetco stock arrived on the floor of the AMEX 
at the same time as the sell orders which were entered in 
connection with the exercise of the expiring Vetco calls. 


A similar matching of buy and sell orders was accomplished 
by a slightly different series of transactions in which Ragnar 
and Sperandeo purchased Vetco calls directly from Batter- 
man and from call writers other than option converters for 
the purpose of filling the customer's orders for calls. Pur- 





2 Federal Corp., 25 SEC 227, 230 (1947) 
3 Halsey, Stuart & Co., Inc. 30 SEC 106, 124 (1949) 


4 Crane Co. v. Westinghouse Air Brake Co., 419 F.2d 787, 
(2d Cir., 1969) 


5 See, SEC v. Eisenberger, Lit. Rel. No. 5765 (March 1, 
1973) 


® Option converters provide calls to their customers in a risk- 
free transaction whereby the converter purchases a put from 
its customer and sells the customer a call. The converter 
buys the security underlying the call to insure upside protec- 
tion. The put acquired from the customer provides downside 
protection. The converter charges a fee for his services. 


308/SEC DOCKET 


suant to the customer's instructions, Ragnar and Sperandeo 
required option writers to purchase Vetco stock concurrently 
with writing calls. Ragnar and Sperandeo’s call purchases 
were timed so that those purchase orders for Vetco stock 
entered by Batterman and the other call writers were placed 
at the same time as the sell orders entered by Ragnar and 
Sperandeo in the course of exercising the expiring calls ac- 
quired from the customer. 


In a third series of “matched” transactions, orders for the 
sale of Vetco stock placed by Ragnar’s customer were 
matched with orders for the purchase of Vetco stock by 
Batterman’s accounts, other call writers, and option con- 
verters. The option converters purchased Vetco shares in 
converting puts into calls for Ragnar’s customer. Call writers 
other than Batterman purchased Vetco shares pursuant to 
Ragnar’s customer's instructions. Matched transactions of 
this nature were also effected when Batterman’s short sales 
of Vetco stock were matched with purchase orders entered 
by option converters writing calls for Ragnar’s customer. 


To insure that the buy and sell orders placed in connection 
with the above described three types of transactions would 
cross on the AMEX, respondents usually placed such orders 
following the close of trading on the afternoon prior to the 
trading day during which they were to match. Thus, 
respondents’ purchase and sale orders were executed at the 
opening of trading on the morning of the next business day. 


The matched orders created a false and misleading 
appearance of active trading in, and a misleading 
appearance with respect to the market for, Vetco stock, in 
violation of Sections 9(a)(1), 9(a)(2), and 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder. During the period 
from September 1, 1972 to January 31, 1973, the matched 
orders arranged by respondents accounted for 26 of the 
opening transactions on the AMEX of 1,000 or more Vetco 
shares. During the same period, only 50 openings in Vetco 
involved more than 1,000 shares total. 


Respondents’ matched orders created a false and mis- 
leading appearance with respect to the market for Vetco 
stock in that such orders prevented the depressing effect on 
the market price that Ragnar and Sperandeo’s sales of Vetco 
shares following exercise of expiring calls acquired from the 
customer might otherwise -have had. Furthermore, 
respondents’ matched orders gave the Vetco market a mis- 
leading appearance of depth and active trading, thereby 
stimulating investor interest and preventing a decline in the 
market price of the security. 


Batterman and Ragnar’s customer had an identity of interest 
in raising or maintaining the market price of Vetco stock and 
in preventing its decline. Ragnar’s customer's accounts and 
the accounts over which Batterman had discretionary 
authority had large positions in Vetco stock. Ragnar’s 
customer purchased large quantities of Vetco calls which 
were profitable only if the market price of the underlying 
security rose. Batterman wrote large quantities of puts in his 
discretionary accounts. A decline in the market price of Vet- 
co stock would have resulted in a large number of shares of 
Vetco stock being put to Batterman’s accounts at prices 
higher than the then prevailing market. Thus, Batterman and 
Ragnar’s customer had a motive to manipulate the market 
price of Vetco stock in order to insure that it did not decline. 
Ragnar and Sperandeo had a motive to act as the conduit for 
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the manipulation in that they received substantial commis- 
sion income in effecting transactions for the customer and 
desired to retain his accounts. 


(b) In 84 transactions involving 180,500 shares, 
Batterman entered simultaneous orders to purchase 
and to sell short Vetco stock for accounts over which 
he had discretionary authority. These accounts, which 
were on both sides of the purchase and short sale 
transactions, also held substantial amounts of Vetco 
stock. In certain transactions, the purchases and short 
sales were made for the same customer's account, 
while in other transactions, Batterman effected trades 
in which customer accounts bought and sold short to 
each other. All of these transactions were crossed on 
the floor of the AMEX. Both types of transactions are 
hereinafter referred to as “intra-account crosses” 


Batterman’s intra-account crosses were fictitious in that 
they were “wash” transactions in which no change in 
beneficial ownership resulted. Furthermore, these transac- 
tions violated Sections 9(a)(1), 9(a)(2), and 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder in that they were in- 
tended to, and did, create a false and misleading appearance 
of active trading in and a false and misleading appearance 
with respect to the depth of the market for Vetco stock. The 
‘transactions’, which were of no economic substance what- 
soever, were reported on the AMEX floor and shown on the 
trading tape.’ 


(2) Antifraud violations. Batterman willfully violated 
Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder in that he made false statements of 
material fact and omitted to state material facts 
necessary in order to make the statements made, un- 
der the circumstances in which they were made, not 
misleading, in connection with his representations to 
his customers concerning his method of investing the 
funds in their accounts. 


Batterman’s techniques employed in managing the dis- 
cretionary accounts purported to take advantage of margin 
requirements then in effect to enable his customers’ ac- 
counts to maintain ostensible long positions in Vetco stock 
and write large quantities of options on extremely low 
margin. Such substantial option writing activity would not 
have been possible had Batterman’s accounts provided the 
amount of margin customarily required in connection with 
these transactions. The high degree of leverage in the 
acounts, the excessive concentration in Vetco stock, and the 
unhedged puts written by the accounts subjected his 
customers’ funds to extraordinary risks in the event of a 
decline in the market price of Vetco stock. 


In order to write Vetco options on extremely low margin, 
Batterman first purported to establish long Vetco stock 
positions. He utilized the intra-account crosses to purported- 
ly establish ‘‘short against the box’ positions in which a par- 
ticular account appeared to be simultaneously long and 





7 The intra-account crosses also enabled Batterman to es- 
tablish large fictitious short positions against which he wrote 
puts in that the buy side of the cross prevented a minus tick, 
thereby enabling Batterman’s short sales to appear to meet 
the requirements of Rule 10a-1 under the Exchange Act. 


short Vetco stock. Of course, the account was neither long 
nor short Vetco stock because no transaction of economic 
substance had occurred. Falsely assuming the validity of the 
“short against the box” positions, under Regulation T 
promulgated by the Federal Reserve Board and Rule 431 of 
the New York Stock Exchange, as then in effect, Batter- 
man’s accounts were required initially to provide margin of 
only 10% of the value of the long position in the accounts in 
order to maintain short against the box positions. In con- 
trast, a 55% and later 65% margin requirement was normally 
associated with purchases and short sales made indepen- 
dent of each other. 


Batterman took the position that for margin purposes the 
puts were fully hedged by the accounts’ short positions. Rule 
431 of the New York Stock Exchange provided at that time 
that no margin was required to write puts or calls hedged by 
valid short or long positions in the securities underlying the 
options. As a result, Batterman did not require his’ accounts 
to provide any margin upon which to write puts. Utilizing the 
foregoing techniques, Batterman wrote as many puts and 
calls as the market, consisting largely of Ragnar’s customer 
and the converters, could absorb. 


Such transactions subjected Batterman’s accounts to ex- 
treme risks. Because Batterman’s customers were required 
to provide a minimal amount of margin, and because those 
accounts were heavily concentrated in Vetco stock, the 
slightest decline in the Vetco market could have wiped out 
the equity in the accounts. Furthermore, the puts which 
Batterman wrote in the accounts were not hedged. While 
puts can be hedged by valid short sales of the underlying 
security, Batterman’s short sales were fictitious and, con- 
sequently, the puts were not covered by any underlying 
short positions. Thus, Batterman’s accounts were subject to 
nearly unlimited downside risk. 


The events following the suspension of trading in Vetco 
stock on February 12, 1973, clearly illustrate the risks to 
which Batterman subjected his accounts. When the market 
reopened and the market price for Vetco stock declined, the 
puts written by Batterman were exercised and his accounts 
compelled to purchase Vetco stock at a strike price above 
the current market. The stock so purchased could not be 
delivered to close out any valid short positions because none 
existed. Accordingly, Batterman’s customers’ realized sub- 
stantial losses, in some accounts in excess of the amounts 
invested. 


Batterman managed approximately 12 customers’ accounts, 
most of which were referred to him by other duPont 
registered representatives. In order to induce these 
customers to open and maintain discretionary accounts with 
him, Batterman made false statements of material fact and 
omitted to state material facts with respect to the risks, 
probable rate of return, and trading practices to be employed 
in the management of their accounts. 


In particular, Batterman stated to his customers that their 
accounts would enjoy an extremely high rate of return on 
capital, that in the worst possible circumstances their losses 
would be minimal, that funds invested in stock would be in- 
vested solely in ‘blue chip” securities, that the performance 
of the accounts would not depend on the performance of 
particular stocks or of the stock market and that any options 
written in their accounts would be fully hedged. 
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Batterman omitted to state to his customers that the ac- 
counts would be subject to an extraordinary degree of risk 
because of the concentration in Vetco securities, the writing 
of large numbers of unhedged puts, and the very high degree 
of leverage used in the accounts. 


Furthermore, Batterman failed to inform his customers that 
commissions and interest on the debit balances arising from 
the intra-account crosses that were charged to their ac- 
counts were attributable to the fictitious stock transactions. 
He also omitted to state that credit would be extended to 
and maintained in the accounts in violation of Regulation T 
of the Federal Reserve Board in connection with the fic- 
titious transactions and the writing of unhedged options. 


Batterman also omitted to state to his customers that other 
registered representatives who referred their customers’ ac- 
counts to him would receive gross commission credits equal 
to 12% of the initial value of the accounts in the first year, 
6% in the second year, and 3% in the third year following the 
referral. Batterman was, therefore, subject to extreme incen- 
tives to “churn” the accounts in order to generate com- 
missions. In fact, Batterman effecting transactions in his 
customers’ accounts which were excessive in amount and 
frequency in view of the resources and character of such ac- 
counts and their investment objectives. (See Suitability, in- 
fra) 


Finally, Batterman omitted to disclose to his customers that 
fictitious and bona fide transactions in Vetco stock would be 
effected in a manipulative fashion and that the performance 
of the accounts would be substantially dependent on 
respondents’ ability to successfully raise or support the 
market price of Vetco stock. 


(3) Suitability. The investment techniques employed 
by Batterman with respect to his accounts were not 
suitable in view of some of his customers’ resources 
and investment objectives. In general, Batterman’s 
customers had conservative investment aims. One in- 
dividual invested $600,000 which he held in trust for 
his children and several other customers committed 
substantially all of their savings to Batterman. Batter- 
man invested these funds in a fashion which subjected 
them to extremely high risk even though the 
customers had informed him of their conservative in- 
vestment goals. 


The Commission is concerned with the question of suitabili- 
ty of option transactions for particular customers and the 
standards of disclosure that should be required of brokers 
and dealers recommending option transactions.® A broker- 
dealer should disclose to the customer the nature and extent 
of the obligations and risks of any option transaction prior to 
effecting the transaction. In addition, the broker-dealer 
should have reason to believe that the recommended trans- 
action is not unsuitable for the customer in light of that 
customer's investment objectives and financial condition. 
Furthermore, in the case of unhedged options such as those 
written by Batterman, the broker-dealer has a further obliga- 
tion to inquire as to the customer's ability to evaluate the ad- 





®See Proposed Rule 9b-2 under the Exchange Act, 
Securities Exchange Rel. No. 9994 (February 8, 1973); 
revised Securities Exchange Act Rel. No. 10550 (December 
13, 1973) 
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ditional risk and to meet the terms of foreseeable exercise of 
the options. Batterman did none of the foregoing. 


(4) Margin violations. Batterman willfully violated and 
willfully aided and abetted violations of Section 7(c)(1) 
of the Exchange Act and Regulation T thereunder by 
causing duPont, while conducting a business in 
securities as a member of a national securities ex- 
change, directly and indirectly to extend and maintain 
credit for Batterman and Batterman’s customers on 
securities (other than exempted securities) registered 
on a national securities exchange, in contravention of 
Sections 220.3(d)(3) and (5) and Sections 220.3(g)(4) 
and (5) of Regulation T adopted by the Board of 
Governors of the Federal Reserve System pursuant to 
Sections 7(a) and 7(b) of the Exchange Act. 


Since the fictitious positions resulting from the intra-account 
crosses had no value for purposes of the Board’s margin 
regulations, the short positions ostensibly established in 
those fictitious transactions were unavailable to serve as the 
margin required in connection with duPont’s endorsement of 
Batterman’s put options.® 


(5) Books and records violations. Respondents 
violated and willfully aided and abetted violations of 
Section 17(a) of the Exchange Act and Rule 17a-3 
thereunder, which require that broker-dealers make 
and keep current certain books and records relating to 
their business. Sperandeo violated Section 17(a) of 
the Exchange Act and Rule 17a-3 thereunder in that 
he withheld memoranda and other documents from 
Ragnar’s records in connection with short sales of Vet- 
co puts to option converters until Vetco puts to cover 
the short position were purchased from Batterman. 
This caused Ragnar’s records to reflect inaccurately 
the dates of these transactions. Batterman willfully 





° Section 220.3(d)(5) of Regulation T provides for the inclu- 
sion of “the amount of any margin customarily required by 
the creditor in connection with his endorsement or 
gucrantee of any put, call or other option” in calculating 
margin requirements for a general account. Section 
220.3(g)(4) states: 


“Any transaction which serves to meet the requirements of 
paragraph (e) of this Section or otherwise serves to permit 
any offsetting transaction in an account shall, to that extent, 
be unavailable to permit any other transaction in such ac- 
count.” Rule 431 of the New York Stock Exchange, as then 
in effect, required a creditor to establish and maintain a 
minimum deposit of 25 per cent of the current market value 
of the optioned stock in connection with his issuance or 
guarantee of a put, but permitted a short position in the 
stock to serve in lieu of the required deposit. 


In a published interpretation by the Board of Governors of 
the Federal Reserve System (1973 Bulletin 358; 12 CFR 
220.128) the Board stated that a short sale “against the 
box” involves other considerations because Regulation T 
“provides in Section 220.3(g) that the two positions must be 
‘netted out’ for the purposes of the calculations required by 
the regulation. Thus, the Board concludes that neither posi- 
tion would be available to serve as the deposit of margin 
required in connection with the endorsement by the creditor 
of an option.” 
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aided and abetted violations of Section 17(a) of the 
Exchange Act and Rule 17a-3 thereunder in that his 
reports to duPont of his intra-account crosses caused 
fictitious transactions to be reflected in duPont's 
books as establishing legitimate security positions. 


The Settlement Offers 


Batterman consents to the entry of an order barring him 
from association with any broker-dealer, investment com- 
pany, of investment advisor provided that after two years he 
may apply to become so associated in a non-supervisory 
status upon a showing that he will be adequately supervised. 


Sperandeo and Ragnar consent to the entry of an order cen- 
suring them and providing for certain restrictions on their ac- 
tivities in conventional options (those not traded on an op- 
tions exchange) as set forth in the order below. These 
restrictions are designed to prevent the recurrence of a 
situation, as in the present case, where transactions in con- 
ventional options result in transactions in underlying stock 
that have a manipulative and deceptive effect on the market 
for the stock. 


Furthermore, Ragnar agrees to establish a fund consisting of 
certain revenues derived from specified transactions during 
the six month period following the entry of the order below. 
At the end of the period, such fund will be distributed pur- 
suant to a plan prepared by Ragnar to be submitted to the 
Commission staff for its approval. 


Sperandeo agrees for a period of 60 days not to participate 
in that portion of Ragnar’s business which relates to conven- 
tional options. 


In view of the foregoing, it is appropriate in the public in- 
terest to impose the sanctions specified in the offers of 
settlement. 


Accordingly, 1T 1S ORDERED that Michael Batterman be, 
and hereby is, barred from association with any broker, 
dealer, investment company, or investment adviser; provid- 
ed, that at the end of a two year period he may apply to 
become so associated in a non-supervisory capacity upon a 
showing that he will be adequately supervised. 


IT IS FURTHER ORDERED that Victor Sperandeo and 
Ragnar Option Corporation be, and hereby are, censured. 


IT IS FURTHER ORDERED that Ragnar Option Corporation 
be, and hereby is, restricted for a 12 month period from buy- 
ing or selling conventional option contracts not traded on an 
options exchange (‘conventional options’) on any given 
security in any given month in an amount that is greater than 
the lesser of an amount of conventional options covering 
15% of the total volume traded in that security for the 
previous calendar month or an amount of conventional op- 
tions covering 10,000 shares of that security. 


IT IS FURTHER ORDERED that Ragnar Option Corporation 
be, and hereby is, restricted for a 60 day period from selling 
conventional options on a given security in a given week in 
excess of an amount covering 1,000 shares without acquir- 
ing such excess conventional options from a third party 
within one business day of such sale. 


IT 1S FURTHER ORDERED that Ragnar Option Corporation 
be, and hereby is, prohibited from arranging for the matching 
on the floor of any exchange of any stock transactions 
generated by the purchase or sale of conventional options. 


IT IS FURTHER ORDERED that Ragnar Option Corporation 
establish a fund, not to exceed $25,000, consisting of all 
revenues in excess of $198,000 earned by Ragnar during 
the six month period following the entry of this order. Such 
fund shall consist of all revenues earned by Ragnar during 
said period from conventional option income, municipal 
bond trading income, commissions on customer accounts 
introduced to member firms by Ragnar Option Corporation, 
and interest income on stock loans. At the conclusion of the 
six month period, transfers to the fund shall be made to the 
attorneys for Ragnar Option Corporation to be held in es- 
crow until a plan for disposition of monies so transferred to 
the fund, less costs and expenses of the distribution, is ap- 
proved by the staff of the Commission. Such plan shall be 
submitted to the staff for its approval within 10 business 
days following the conclusion of the six month period of the 
creation of the fund. If the financial information necessary to 
ascertain the amount of the fund is not readily available, the 
submission period shall be extended upon notice to the staff 
until such information is available. 


- IT [S FURTHER ORDERED that Victor Sperandeo be, and 


hereby is, prohibited for a period of 60 days from par- 
ticipating in that portion of the business of Ragnar Option 
Corporation relating to conventional options. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Manipulation 


Where member of registered securities association and 
member's president were found to have arbitrarily raised the 
price of a stock that they had just finished distributing to in- 
duce their customers to purchase and sell that stock in large 
quantities, association's findings that such conduct was in- 
consistent with high standards of commercial honor and just 
and equitable principles of trade and violated association's 
prohibition against use of manipulative devices affirmed, 
$50,000 fine imposed therefor sustained, and other sanc- 
tions modified. 


APPEARANCES: 


Lawrence E. Jaffe, of Marcus, Rosen, Breslow, Levy, Jaffe & 
Fiorello, and L. Lawton Rogers, /l/i, of Burns, Doane, 
Swecker & Mathis, for Todd and Company, Inc. and Thomas 
K. Langbein. 


Lloyd J. Derrickson and John F. Mylod, Jr., for the National 
Association by Securities Dealers, Inc. 


Todd and Company, Inc., a member of the National Associa- 
tion of Securities Dealers, Inc. (“NASD”), and Thomas K. 
Langbein, Todd's president, seek review of disciplinary ac- 
tion taken against them by the Association. This case is 
about Todd's dealings in the common stock of Automated 
Medical Laboratories, Inc., just after Todd had completed 
selling Automated’s first public offering of 250,000 shares.' 
Todd was the only firm selling the shares.* And it took Todd 
a whole month to sell this new issue at $2 a share to over 
1,500 of its customers. 


Yet, two days later, Todd’s salesmen began telling all their 
customers that the market price of the stock they had just 
bought had risen sharply. And if they wished, Todd would 
buy back their Automated shares at $4 or sell them some 
more at $5. By the end of the next day, Todd had bought 
back and resold over 115,000 of the 250,000 publicly out- 
standing shares it had just finished distributing. It paid at 
least double the public offering price for the shares if 
repurchased and charged up to triple that price for the 
shares it resold. It almost uniformly resold the securities at 
$1 more than it paid for them.’ As a result, Todd grossed in 
2 days over $112,000, as compared with the $75,000 it 





‘This was done pursuant to Regulation A under the 
Securities Act on a “best efforts all-or-none” basis. 


2 Todd was the only underwriter. !t did sell 6,850 shares to 
a selling group of seven broker-dealers. Soon thereafter, 
however, it bought almost all of them back. 


3On April 19, 1972, Todd purchased as principal 91,760 
shares in 675 transactions at prices ranging from 4 - 4-3/4 
and sold 92,321 shares in 636 transactions at prices rang- 
ing from 5 - 5%. On April 20, it bought 21,675 shares in 
107 transactions mostly at 4 3/4 and sold 22,260 shares 
mostly at 5 3/4. The last sale of the day was at 6. The 
aggregate amount paid to the 782 customers who sold their 
stock was $489,592. The aggregate amount received from 
the 794 customers who bought stock was $602,034. Thus 
these transactions produced a gross profit of $112,542. 
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received as compensation for its month’s work of un- 
derwriting. 


The NASD found such conduct of Todd and its president “‘in- 
consistent with high standards of commercial honor and just 
and equitable principles of trade.’ it also found that they 
violated both the Association’s requirement that a member 
selling a security to a customer for its own account do so at 
a price which is fair ® and the prohibition against effecting a 
securities transaction by means of any manipulative, decep- 
tive or other fraudulent device.® 


Respondents deny that they violated any of the 
Association’s Rules of Fair Practice. 


Securities like Automated’s stock are bought and sold in the 
main through market makers, that is dealers who stand 
ready to buy or sell at prices they list in the daily quotation 
sheets of the National Quotation Bureau, Inc. The number of 
dealers inserting quotations for a particular stock depends 
on the extent of interest in that stock and the availability of 
supply. 


When the market maker begins trading a new issue, he isn't 
sure how many investors wish to buy and sell. If the market 
maker sells more than he buys, he acquires a short position. 
In that event he must raise his bid price high enough to ob- 
tain the shares he has already sold. If the market maker buys 
more than he sells, he must normally lower his price to dis- 
pose of his accumulated inventory. 


A free market is one in which prices are shaped by imper- 
sonal forces of supply and demand. To buy a security “with 
the design to create activity, prevent price falls, or raise 
prices for the purpose of inducing others to buy is to distort 
the character of the market as a reflection of the combined 
judgments of buyers and sellers and to make of it a stage- 
managed performance.” 


Did the market prices about which Todd’s customers were 
told result from a free market? Or did Todd raise the price of 
Automated stock to induce its customers to buy and/or sell? 
We find that respondents arbitrarily set those prices to 
produce the trading activity which followed. Hence we af- 
firm the NASD. 


Langbein, who admittedly fixed the prices at which Todd 
bought and sold Automated stock, stated that after Todd 
had completed the underwriting, it followed the standard 
practice of making a market in that stock. As a market 
maker, Todd stood ready, willing and able to buy or sell at its 
quoted prices. Langbein testified that his opening bid of 4 
and his opening offer of 5 were based on his assessment of 
the demand for the stock. And since he had no way of know- 





“Section 1 of Article III of the Association’s Rules of Fair 
Practice. 


5 Section 4 of Article Ill. 


® Section 18 of Article Ill. 
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ing with certainty at what price he could obtain a supply suf- 
ficient to meet the anticipated tidal wave of demand, he 
decided on 4-5 as the appropriate level. He points out that 
Todd was not the only market maker quoting prices for 
Automated at that level. Moreover, Todd's customers were 
selling and buying at the same wholesale prices being 
charged to dealers. 


We find this explanation unpersuasive. 
IV. 


We start with an initial public offering of the shares of a vir- 
tually unknown company made by a single underwriter. On 
March 14, 1972, Todd began to mail copies of Automated’s 
offering circular to all of its, i.e. Todd’s, customers. The cir- 
cular was accompanied by a form on which the customer 
was to indicate how many shares he wished to buy. There is 
no evidence to suggest that anyone in the northern New 
Jersey area where Todd conducts its business had ever 
heard of Automated before Todd mailed out the circulars. 


Langbein testified that he told his salesmen to make sure 
that all customers got a fair chance to buy Automated. In 
fact, he told them that no customer could get more than 500 
shares. He also stated that had he not been insistent on 
effecting as wide a distribution as possible, the offering 
could have been completed in 2 or 3 days. 


Orders to buy began to come in a few days after the circulars 
were sent out. Within two weeks, 241,960 shares were sold 
to 1,568 customers.’ But some customers cancelled. Hence 
the shares allotted them had to be redistributed. This took 
another two weeks. The last 300 shares were not sold until 
Thursday, April 13. All that then remained was to settle with 
Automated, which was accomplished on Monday, April 17. 


That it took Todd a whole month to distribute this stock is 
unsurprising. There was nothing especially attractive about 
Automated’s prospects that would have generated a 
widespread rush for the stock, which was described in the 
circular as “highly speculative”. What is surprising is 
Langbein's testimony that during the protracted course of 
the distribution he somehow or other discerned that 
Automated would be a “hot issue” in the aftermarket. When 
asked whether Todd led its customers to believe that 
Automated was going to be a hot issue, he said it wasn't 
“directly said to them” but “if a customer wanted 500 
shares and we only got 200 shares, indirectly they assumed 
it was a hot issue.” “Some customers,” he said, “indicated 
300 shares and got 150 shares. Some customers indicated 
for 1,000 and got 250 shares, et cetera.” 


Customers who ask for stock and are told that they can have 
only a half or a quarter of the amount requested will normal- 
ly tend to believe that they are getting in on the ground floor 
of something that is really scarce. And even given 
Langbein’s self-imposed 500-share maximum, why should 
the customer asking for 500 get only 200 or the one asking 
for 300 get only 150 unless, of course, a deliberate impres- 





® On Monday, March 20, 7,100 shares were recorded as 
sold to 50 customers and by Friday, 140,780 shares had 
been sold to 885 customers. On the following Monday and 
Tuesday another 101,180 shares were sold to 683 
customers. 


sion of scarcity is being created? 


True, no customer seems to have been told “directly” that 
Automated was a hot issue. Nevertheless, many of Todd’s 
customers must have grasped the implication that, when 
trading started, Automated’s price would rise quickly and 
sharply. Todd had previously underwritten stocks that went 
to aftermarket premiums. So its customers probably ex- 
pected that this would also happen with Automated. Lang- 
bein conceded that such was the customer's frame of mind. 


This background sets the stage for appreciating the impact 
of the statements made to Todd’s customers about the 
market prices for Automated’s stock which resulted in 
Todd’s buying and selling over 115,000 shares on April 19 
and 20. As noted, Todd claims that its prices merely 
reflected those being quoted by other market makers. We 
now turn to the events of April 14-19 to ascertain the nature 
of the market for Automated. Who was actually making that 
market? How great was the demand? Where was the supply 
coming from? Was the market ‘‘free’’? 


Langbein testified that he did not “release” Automated for 
trading until late on Monday, April 17, after he had closed 
with the issuer. What this means is not altogether clear. 
Langbein admitted that he could not have prevented another 
dealer from making a market. Of course, if he were able to 
control the source of supply until such time as he considered 
propitious, his “release” of the stock meant that he was will- 
ing to sell it to other dealers.* And we note that no other 
dealer had any transactions in Automated before Langbein’s 
“release”. 


On Friday, the 14th, and again on Monday, the 17th, two 


dealers indicated an interest in Automated in the National 
Quotation Bureau, Inc.’s pink sheets. But that interest was 
unaccompanied by quotations. Neither those two dealers 
nor anybody else traded in Automated on those two days. 
One of the dealers was M. S. Wien & Co. The other was 
Friedman, Manager & Co. Friedman had been a member of 
Todd's selling group and had taken 1,000 of the 6,850 
shares that had gone to the selling group. 


On the morning of the 18th two additional dealers appeared 
in the pink sheets. One was E. F. Henderson & Co. The other 
was Todd itself. Even on the 18th, with four dealers in- 
dicating some sort of interest in Automated, there were no 
quotations. Thus there were no published market prices on 
the day trading began. 


Of the three dealers other than Todd listed on April 18, only 
the trader for M. S. Wein testified at the NASD’s hearing. 
Wien’s trader said that he had heard about Automated from 
Todd, and that Todd had given Wien a lot of business. He 
said he had been in contact with Todd and was told that the 
closing would be held on April 17 and that trading would 
start the next day, which was why he put in his “blank 
listing” on April 14 and 17. 


Wien’s trader didn’t make his first sale until 12:04 p.m. on 
April 18, and that was 500 shares at $5 a share. 
When asked how he came to set his selling price at $5, 
Wien’‘s trader replied, “| had called up Todd and [was] told 
... [that] they were quoting this price [4 bid, 5 asked] and | 





® The certificates were in the customers’ names. But Todd 
had physical possession of almost all of those certificates. 
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made my market accordingly.” This conversation occurred 
before Wiens first sale. 


The trader was asked about the number of inquiries received 
as a result of the pink sheet listings of April 14 and 17. He 
said he couldn't recall how many, if any, calls he received. 
That may be. But he could scarcely have been overwhelmed 
by demand. That is obvious since his first trade did not occur 
until the afternoon of the third consecutive trading day on 
which his insertions in the sheets showed an interest in 
Automated. 


Things did pick up later. By the close of business on April 18, 
Wien had sold 800 shares at 5, 1,200 shares at 5%, and 2.,- 
700 at 5%.Where did Wien get this stock? From Todd. There 
was no other place from which Wien could have gotten it. 


Wien bought 2,600 shares on April 18. On the 19th it 
bought another 1,950 shares. But Wien sold only 700 
shares on the 19th and a mere 270 on the 20th.'° As Wien’s 
trader testified, “activity had slowed down considerably” by 
April 20. 


Demand at the other two dealers, Friedman and Henderson, 
was even less frantic. On the first day of trading, the two of 
them together sold 4,200 shares, which was less than Wien 
sold by itself. And where did Friedman and Henderson get 
their shares? Friedman bought 1,300 from Todd and reac- 
quired 500 from its own customers who had just purchased 
them in the initial offering.'' Henderson bought 600 from 
Todd and none elsewhere. The next day, Friedman and 
Henderson together sold only 1,250 shares and bought 850 
from Todd. And on April 20 they sold none. 


Todd was the sole source of supply. So the price at which 
Todd sold inevitably became the floor below which 
Automated could not trade. The doings of the other dealers 
need not detain us long. The had little demand. And they had 
no real influence on the market—which was Todd’s market. 


That dealers other than Todd had little demand for 
Automated is by no means strange. How would the dealer's 
customers (or the customers of the firms with whom those 
dealers dealt) even have known about Automated? This was 
an obscure Regulation A offering. For all practical purposes 
it was known only to the staff of our New York Regional Of- 
fice, Todd, and Todd’s customers. 


So how, on the morning of April 18, before the first trade oc- 
curred, could Todd have known that the aftermarket demand 
the Automated was great enough to warrant a bid price 
twice the initial public offering price. 


Langbein testified that his market prices were based on the 
fact that twice the number of shares available for sale during 
the public offering had been requested by his customers. But 
none of these unfulfilled indications of interest by which he 
claims to have been inundated was ever recorded. He just 
had a ‘feeling’ that the demand was double. He admitted, 
of course, that he did not know how many customers would 
be willing to pay 2% times the initial price for the stock. 





'° This is something of a contrast to the 4,700 shares that 
Wien sold on the 18th. 


' Langbein testified that in addition to speaking-to Wein’s 
trader, he also spoke to the trader at Friedman. 
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When Todd began its trading market on the morning of April 
18—when there were no quotations by Todd or by anybody 
else for Automated—no tidal wave of demand for 
Automated was discernible. Nor was there any avalanche of 
orders to sell Automated on that day. 


The first thing that Todd did was to buy back at $4 a share 
5,850 of the 6,850 shares which the selling group had sold 
at $2. Thus, rather quickly, only 1,000 shares were not in 
the possession of Todd or its customers, the identity of 
whom was known only to Todd. Why did Todd offer to buy 
back all those shares at double the price? Perhaps it was an- 
ticipating a heavy demand, or perhaps it desired to limit the 
supply, or perhaps it wished to cast its selling group 
members in a more favorable light with their customers. Its 
reason could hardly have been to obtain an inventory to 
satisfy its own customers’ demand, because it sold the 
shares it acquired to other dealers and did not sel! any 
shares to its own retail customers on April 18. 


In addition to Todd’s sales to other dealers at its offering 
price, it sold 800 shares to other dealers at their bid as agent 
for two customers. One sale was 200 shares at 4 and the 
other, 600 shares at 4% and 4-3/4. It may be noted that one 
of these customers had 600 shares to sell, even though 
Langbein insists that no customer was permitted to buy 
more than 500. 


Langbein argues that these two agency trades permitted 
Todd to determine what price the market would pay. As 
Todd's counsel put it at the hearing, Todd ‘‘deliberately al- 
lowed [the market] to develop away from Todd on the 18th 
to avoid problems of domination and control.” Langbein 
testified that, on that day, salesmen were not permitted to 
solicit customers to resell shares bought during the distribu- 
tion “to allow development of the market.” The firm was 
“willing to accept on an unsolicited basis any order from a 
customer on the 18th who wanted to sell the stock.” 


On April 18, Todd got absolutely no orders from its retail 
customers to buy and only two orders to sell. And the 
market Todd was seeking to “test’’ had already been shaped 
by Todd’s 4-5 quotation. Thus Langbien could hardly have 
expected Wien or Friedman, who bought the stock that Todd 
sold as agent, to bid less than 4. These two trades seem to 
have been executed for the express purpose of establishing 
the appearance of the market's willingness to pay at least 4 
so that Todd's transactions at the 4-5 level would look con- 


_ sistent with the market. And this inference is hardly rebutted 


by Todd’s statements about ‘allowing the market to 
develop.” How could it develop if Todd was the only source 
of supply and was selling its inventory of 5 or better? And 
what caused the demand that erupted on April 19? Not a 
pent-up explosion, but intensive stimulation. 


The testimony is not clear as to exactly how many of Todd's 
customers were “‘solicited” on April 19 and 20. But Lang- 
bein admits that “some” customers were solicited to buy or 
sell.'2 What about those that weren't solicited? They were 





‘2 Langbein testified that “[i|n many cases customers may 
have been solicited to sell a stock, based on the fact that this 
customer may have had losses previously, and the represen- 
tative wanted to show him a profit. And:on the buy side, in 
many instances they were solicited because they thought it 
was a good buy for longer term investment, it was just like it 
was at the offering price.” 
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not left undisturbed. They were called and told about the 
prevailing market prices. one salesman testified that he 
called his customers three or four times that day ‘not 
soliciting, just keeping them advised of the price of the 
stock.” As we have seen, this advice caused 800 customers 
to sell. And conveniently enough for Todd that same advice 
caused another 800 to buy. 


Todd's salesmen, who worked only on commission, received 
35¢ for each share they sold, but received no commission 
for shares. Todd purchased. Yet, throughout the two-day 
period, the buying and the selling were nicely balanced. With 
a harmony seldom found in the marketplace, each offset the 
other perfectly. 


By the end of the first day, when over 92,000 shares had 
changed hands, Todd was short less than 600 shares. On 
the second day over 22,000 shares changed hands. But 
Todd would up short a mere 600 shares. Respondents say 
that all of this frantic but nicely balanced trading reflected 
unfettered supply and demand. We do not see how that can 
be so. Todd’s customers were entitled to assume that the 
prices quoted them were produced by a free market.'? But, 
as we have seen, those prices resulted from Langbein’s in- 
itial quote of 4-5 on April 18.'* The unfulfilled demand to 
which he points as the basis for his initial quotations could 
not possibly have justified such a premium. 


Respondents do not admit a manipulative purpose. 
Respondents rarely do. But since it is impossible to probe 
into the depths of a man’s mind, a finding of manipulative 
purpose, absent an admission, must be based on inferences 
drawn from the evidence.'® In this case, we find those in- 
ferences compelling. 


IV. 


The NASD fined Todd and Langbein $50,000 jointly and 
severally, suspended Todd’s membership for one-year and 
suspended Langbein for a like period from association with 
any member. Both were censured and assessed costs. 
Respondents argue that these penalties are excessive and 
oppressive. They contend that the effect of suspending Todd 
for one year is to put it out of business.'® 


Respondents’ prices were not passive responses to market 
forces. They were artificial devices invented for the purpose 
of generating demand. We agree with the Association that 
such tampering with the market mechanism calls for drastic 
remedies if the integrity of the marketplace is to be 
preserved.'? We note, however, that Langbein appears to 
have been influenced in some measure by erroneous legal 
advice. Hence we shall reduce the duration of his suspension 
and of the firm’s from 12 months to 6 months. 


In view of the gravity of the misconduct involved, the 
$50,000 fine cannot be considered excessive. So we affirm 
it. The assessment of costs and the censures are also af- 
firmed. 


By the Commission (Commissioners LOOMIS, EVANS, 
SOMMER and POLLACK); Chairman HILLS not par- 
ticipating. 


George A. Fitzsimmons 
Secretary 





'3 Halsey Stuart & Co., Inc., 30 S.E.C. at 112. 


‘4 We are not unmindful of the fact that Automated’s market 
performance after the relevant period was good and that 
those who purchased in the aftermarket from Todd had no 
reason to regret those purchases. But a bona fide belief that 
a security is underpriced is no defense to a charge of 
manipulation. Collins Securities Corporation, Securities Ex- 
change Act Release No. 11766 (October 23, 1975), 8 SEC 
Docket 250, 255. 


'8 Collins Securities Corporation, supra, 8 SEC Docket at 
255, 260 n. 10. 


‘6 Respondents raise several other points relating to the 
NASD’s decision. The NASD’s complaint made two 
separate charges: 


1. That respondents solicited the transactions of April 
19 and 20 without disclosing that Todd dominated 
and controlled the market for Automated and that the 
price of the shares had been arbitrarily set and deter- 
mined by Todd; and 


2. That the transactions were executed at prices and 
created profits which were unreasonable and unfair. 


The District Committee dismissed the first charge and 
assessed its penalties (which were reduced by the Board of 
Governors on appeal) solely on the basis of the second 
charge. The Board reversed the District Committee's dis- 
missal of the first charge without notice to respondents. 
Respondents contend that this deprived them of “due 
process” and that such deprivation mandates the dismissal 
of all charges against them. We disagree. Both counts turn 
on the same facts, and those facts were fully explored at the 
Board’s hearing. So the Association’s error, if any, was 
patently harmless. 


Respondent's argument that the NASD’s mark-up policy 
violates the Federal antitrust laws is irrelevant. This case 
does not involve the NASD’s so-called 5% mark-up policy. 
The spread between Todd's bid price and its asked price was 
fully disclosed, See the 1963 Report of the Special Study of 
Securities Markets, H. R. Doc. No. 95, Pt. 2, 88th Cong., 1st 
Sess. 645-647. And in view of our findings with respect to 
the unfairness of Todd's prices, we see no need to reach, and 
do not reach, the questions raised as to the propriety of 
Todd's one-point spread. However, we think it appropriate to 
note that respondents’ argument on this spurious issue 
blithely ignores the now well-settled rule that the antitrust 
laws do not control in the limited area where they must be 
deemed to have been impliedly repealed if the Exchange Act 
is to work. United States v. National Association of 
Securities Dealers, Inc., 422 U.S. 694, 734 (1975); Silver v. 
New York Stock Exchange, 373 U.S. 341, 357 (1963). 


'7 Respondents claim to have believed in good faith that they 
had a perfect right to do as they did. Along the same line, 
they suggest that the standards applicable to this area of the 
over-the-counter market are confused and uncertain. True, 
there are obscure areas here as elsewhere in the law. But it 
does not follow that everything is uncertain. Respondents 
engaged in a crass manipulation that could not possibly be 
deemed privileged under any conceivable legal theory. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12279/March 29, 1976 


Admin. Proc. File No. 3-4524 

In the Matter of the Application of 
TODD AND COMPANY, INC. 
192 Paterson Plank Road 
Calstadt, New Jersey 

and 

THOMAS K. LANGBEIN 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER MODIFYING DISCIPLINARY ACTION TAKEN BY A 
REGISTERED SECURITIES ASSOCIATION 


On the basis of the Commission’s opinion of even date 
herewith, it is 


ORDERED that the suspensions imposed herein by the 
National Association of Securities Dealers, Inc. on Todd and 
Company, Inc. and on Thomas K. Langbein be, and they 
hereby are, reduced from 12 months to 6 months; and it is 
further 


ORDERED that in all other respects the NASD’s action be, 
and it hereby is, affirmed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12280/March 29, 1976 


NOTICE OF PROPOSED RULE CHANGE BY THE 
AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-76-8 


The American Stock Exchange, Inc. submitted on March 25, 
1976, a proposed rule change under Rule 19b-4 to conform 
its Rule 393, concerning the collection of SEC transaction 
fees, to recent statutory amendments which have become 
effective to Section 31 of the Securities Exchange Act of 
1934. 


The foregoing rule change has become effective, pursuant to 
Section 19(b)(3)(A)(ii) of the Securities Exchange Act of 
1934. At any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate such rule change if it appears to the Commission 
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that such action is necessary or otherwise in furtherance o. 
the purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of April 5, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six copies 
thereof with the Secretary of Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to File 
No. SR-Amex-76-8. 





Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 
¢@ 
George A. Fitzsimmons 
Secretary 





¢@ 


To 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12281/March 29, 1976 


In the Matter of 

PBW STOCK EXCHANGE, INC. 

17th Street and Stock Exchange Place 

Philadelphia, PA 19103 

(SR-PBWSE-76-11) 

NOTICE OF FILING OF PROPOSED RULE CHANGE BY 


PBW STOCK EXCHANGE, INC. AND ORDER APPROVING 
PROPOSED RULE CHANGE 


(@ 


Pursuant to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act’’), as amended by 
Pub. L. No. 94-29, 816 (June 4, 1975) notice is hereby 
given that on March 29, 1976, the PBW Stock Exchange, 
Inc. (“PBW") filed with the Commission copies of a pro- 
posed rule change. The proposed rule change would conform 
the existing rules of the PBW, concerning the ability of 
members to effect off-board transactions in PBW-listed 
securities, to the substantive provisions of Rule 19c-1 under 
the Act. 


4@ 


Publication of notice of the proposed rule change is ex- in) 
pected to be made in the Federal Register during the week 
of April 5, 1976. Interested persons are invited to submit 
written data, views and arguments concerning the proposed 
rule change within 15 days from the date of publication in 
the Federal Register. Persons desiring to make written sub- 
missions should file six copies thereof with George A. Fitz- 
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simmons, Secretary, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to file No. SR-PBWSE-76-11. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W. 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the PBW. 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 of 
the Act, the rules and regulations thereunder, and Rule 19c- 
bia 


On March 31, 1976, Rule 19c-1 under the Act, governing 
off-board trading by members of national securities ex- 
changes, becomes effective and renders inoperative existing 
off-board trading rules of national securities exchanges to 
the extent such rules are inconsistent with the requirements 
of Rule 19c-1. The Commission finds that it is necessary and 
appropriate in the public interest and for the protection of in- 
vestors that exchange rules governing off-board trading 
which are consistent with Rule 19c-1 under the Act be in 
place on that date; accordingly, the Commission finds that 
the proposed rule change may be put into effect summarily. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(3) 
of the Act, that the proposed rule change referenced above 
be, and it hereby is approved.” 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





' Beginning January 3, 1977, any provision of the proposed 
rule change which would limit the ability of a PBW member 
acting as agent to effect transactions over-the-counter with 
a third market maker or nonmember block positioner in any 
equity security admitted to trading on the PBW will be in- 
consistent with Rule 19c-1 under the Act and will be unen- 
forceable to that extent. 


? At any time within sixty days of the filing of the proposed 
rule change, the Commission may summarily abrogate the 
rule change if it appears to the Commission that such action 
is necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of the 
purposes of the Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12282/March 30, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
DEPOSITORY TRUST COMPANY (File No. SR-DTC-76-2) 


The Depository Trust Company (“DTC”) submitted, on 
March 11, 1976, a proposed rule change pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934 (the 
“Act’). The proposed rule change amends procedures 
relating to DTC’s overnight collateral loan program. 
Specifically, the rule change would permit pledgees to 
authorize the automatic release of securities pledged for 
overnight loans and thus to permit book-entry deliveries to 
other participants by 9:30 a.m. on the business day follow- 
ing the overnight loan unless the release is cancelled before 
such time. 


Publication of the submission is expected to be made in the 
Federal Register during the week beginning March 29, 
1976. Interested persons are invited to submit written data, 
views and arguments concerning the submission within 
twenty-one days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-DTC-76-2. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspec- 
tion at the Securities and Exchange Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, D.C. 
Copies of the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12283/March 30, 1976 


In the Matter of 


PACIFIC STOCK EXCHANGE, INC. 
618 South Spring Street 
Los Angeles, California 90014 


(SR-PSE-76-3) 


ORDER APPROVING PROPOSED RULE AND RULE 
CHANGES 


On January 15, 1976 the Pacific Coast Stock Exchange, Inc. 
(“PSE”) filed with the Commission, pursuant to Section 
19(b)(1) of the Securities Exchange Act of 1934, 15 U.S.C. 
78(s)(b)(1), as amended by Pub. L. No. 94-29, §16 (June 4, 
1975) (the ‘‘Act’’), and Rule 19b-4 thereunder, a proposed 
Rule VI., entitled ‘Exchange Options Trading,” and certain 
changes in existing Rule |., Section 12(k), and Rule X. in 
order to conform such existing rules to proposed Rule VI. 
and to the implementation of a PSE pilot option program 
generally. As part of this filing, the PSE also submitted cer- 
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tain stated policies and practices that it has elected to treat 
as Rules of the Exchange for the purpose of conducting its 
proposed options program. This submission (the ‘‘proposal’’) 
was amended by five separate amendments submitted on 
February 13, 1976, February 20, 1976, March 5, 1976, 
March 19, 1976 and March 25, 1976, respectively. 


Notice of the initial proposals together with the terms of 
substance thereof was given by publication of a Commission 
Release and publication in the Federa/ Register.' 


General Nature of the Proposal 


PSE options will generally be traded in a manner very similar 
to the way in which options are traded on the Chicago Board 
Options Exchange, Incorporated (‘CBOE’). Thus, the agent 
(broker) and principal (dealer) functions of the traditional un- 
itary specialist will be divided between an Order Book Of- 
ficial (“OBO”) (agent), corresponding to CBOE’s Board 
Broker and assigned competing market-makers (dealer). 


Under the terms of the proposal, which calls for the initiation 
of a pilot program, PSE intends initially to limit its operations 
to call options on twenty underlying stocks that are 
registered and listed on a national securities exchange.? The 
stocks (like those underlying the other exchange listed op- 
tions) would be those characterized by a substantial number 
of outstanding shares which are widely held and actively 
traded.* As experience is gained and its system enlarged, the 
Exchange expects, with Commission approval, to increase 
the number of underlying stocks for option trading.® 


Some of the (call) options which the PSE has proposed to 
list will be of the same class and expiration dates and prices 
as options which are presently listed on other exchanges.® In 
so doing, PSE will become the third exchange to conduct 
such “dual trading” in options.’ 





' Securities Exchange Act Release No. 12037, January 23, 
1976 and 41 Fed. Reg. 4375, January 29, 1976. 


2 With certain modifications applicable to their floor trading 
systems, both the American Stock Exchange, Inc. (“Amex”) 
and PBW Stock Exchange, Inc. ("PBW”’) utilize their present 
unitary specialist systems in their options programs. 


3 Of this number, ten will be listed for trading on the first day 
of operation of the PSE program and the remaining ten will 
be added as the Exchange deems appropriate considering 
such factors as the capacity of its support systems to handle 
such increased listings. 


“PSE Rule VI., Sec. 12 

5 The procedures pursuant to Rule 19b-4 under the Act 
relating to the adoption and alteration of rules of registered 
securities exchanges would be applicable to such expansion. 
® The term ‘class of options’ means all option contracts of 
the same type, /e., put or call, covering the same underlying 
stock. PSE Rule VI., Sec. 1(a)(10). Trading by PSE in puts 
options is not a subject of this approval order. 

7 Both CBOE and PBW list options, with the same expiration 
dates, on the stock of Boise Cascade Corporation. The Com- 
mission does not today consider the matter of PSE’s trading 
of options of the same class as are traded on other ex- 
changes but with different expiration dates. The PSE has 
made such a proposal which is the subject of a separate Ex- 
change filing. File No. SR-PSE-76-11. 
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In general, PSE will apply clearing principles and contract 
standardization methods substantially identical to those 
currently used by other Exchanges with options programs — 
that is, options would be made fungible by limiting the con- 
tract variables. 


Clearing and Settlement 


PSE will become a one-fourth owner of the Options Clearing 
Corporation (‘OCC’), by purchasing 25% of OCC’s out- 
standing common shares, and OCC will provide the same 
services with respect to options transactions occurring on 
the PSE as OCC currently provides with respect to options 
transactions occurring on the Amex, CBOE, and PBW. Thus, 
clearing and settlement of options transactions occurring on 
the PSE will be effected through the OCC which will be the 
issuer of and primary obligor on all outstanding PSE options. 
Also, PSE options will be registered by the OCC pursuant to 
the Securities Act of 1933 and pursuant to Section 12(b) of 
the Act.® Because the Exchange's options will have standard 
terms and conditions, they will be fungible with other OCC- 
issued options of the same class and series; therefore, 
positions in Pacific’s dually traded options may be closed out 
through transactions on another exchange on which they are 
listed, and positions taken in such options on other ex- 
changes may be closed out on PSE. 


Rules and Procedures Regulating Trading of the Option on 
the Same Exchange as the Underlying Security 


The Exchange has constructed a separate floor for trading 
options, adjacent to its present San Francisco equities 
trading facility. Thus, PSE is the second exchange to propose 
trading of an option on the same exchange on which the un- 
derlying security is traded,® and it has taken action in two 
areas to lessen potential regulatory problems associated 
with such trading: (i) The two facilities will be separated by a 
wall and partitions at the end of the hall connecting the two 
facilities to prevent direct visual or auditory communication 
between the two trading areas. This action is designed 
primarily to bar the misuse in its options market of informa- 
tion obtained by floor members relating to activity in an un- 
derlying security where the information has not yet received 
general dissemination; (ii) it will prohibit trading in an option 
by a person who has obtained prior knowledge of a propos- 
ed block transaction, or one that has taken place but not 
been reported, in either the option or the underlying security 
until two minutes after the transaction is reported on the 
tape or otherwise disclosed.'° 


Last Sale and Quotations Reporting 


Last sale information for the Exchange’s options will be 
reported on the separate common option tape administered 
by the Option Price Reporting Authority. PSE will supply op- 
tion quotes from its floor to vendors so as to make them 
available to qualified non-members as well as members. 


The PSE Order Book Official 





® The OCC is a common clearing entity, which clears and 
settles all transactions in exchange listed options. 


® PBW first proposed such trading. See, Securities Exchange 
Act Release No. 11423, May 15, 1975. 


‘© PSE Rule Vi., Sec 12(k). 
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Unlike CBOE’s Board Brokers who are Exchange members, 
and in substance, in business for themselves, PSE’s OBO’s 
will be employees of that exchange, and PSE will charge its 
membars a fixed fee (per transaction) for the services of the 
OBO in effecting such members’ transactions on that ex- 
change. In informing the Commission of the levels and struc- 
ture of its proposed fees, the Exchange stated that, although 
it has had no experience along these lines, it has attempted 
to project its costs and revenues associated with providing 
the OBO service and to set rates competitively with those of 
other exchanges with options programs. The Commission 
has examined the proposed fees and finds that consistent 
with the requirements of the Act, and especially Section 
6(b)(4), thereunder, the Exchange should be permitted to 
begin its program using such fees; however, the Commis- 
sion expects the Exchange to provide further data in due 
course to demonstrate the cost of the service provided and 
to justify the fees on a basis consistent with the statutory 
standard of resonableness. 


The Exchange will establish an error fund to compensate 
members for OBO mistakes. In general, the PSE Rule would 
limit recovery on any one member claim against the error 
fund and/or against the Exchange to $100,000, and the Ex- 
change’s liability for all OBO errors on a given trading day 
will be limited to the amount in the fund when the fund con- 
tains $200,000."' PSE does not seek to limit its liability for 
criminal, dishonest, or fraudulent acts of its OBO’s, and the 
Rule makes clear that the Exchange's limitation of liability 
has no application to claims of persons other than members, 
€.g., customers.'? 


Conclusion 


The Commission finds that the proposal is consistent with 
the requirements of the Act and the rules and regulations 
thereunder applicable to national securities exchanges, and 
in particular the requirements of Section 6 of the Act. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the provisions relating to implementation of 
PSE’s pilot option trading program as set forth in its 
proposal, as amended, be, and hereby are, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘PSE Rule VI., Sec. 72. If the error fund has less than 
$200,000, the Exchange's liability for members’ claims is 
unlimited, except for the $100,000 maximum for any one 
claim. 


'2 No person may obtain a waiver of liability under Federal 
securities laws. See, Sec. 29 of the Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12284/March 30, 1976 


In the Matter of 


Detroit Stock Exchange 
Penobscot Building 
Detroit, Michigan 


(SR-DSE-76-2) 
ORDER APPROVING PROPOSED RULE CHANGE 


On February 13, 1976, the Detroit Stock Exchange filed 
with the Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the “Act’’), as amended 
by the Securities Acts Amendments of 1975, and Rule 19b- 
4 thereunder, copies of a proposed rule change to provide 
for competitive floor brokerage rates. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12111, (February 18, 1976)) and by 
publication in the Federal Register (41 Fed. Reg. 8131, 
February 24, 1976)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to registered national 
securities exchanges, and in particular, the requirements of 
Section 6 and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on February 13, 1976, be, and it hereby is, ap- 
proved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12285/March 30, 1976 


EXTENSION TO JUNE 1, 1976 OF PUBLIC COMMENT 
PERIOD FOR LOST AND STOLEN SECURITIES PROGRAM 
AND PROPOSED RULE 17f-1 REGARDING REPORTING 
AND INQUIRY WITH RESPECT TO MISSING, LOST, 
COUNTERFEIT OR STOLEN SECURITIES. 


In Securities Exchange Act Release No. 12030 (January 20, 
1976), the Commission announced a lost and stolen 
securities program and gave notice of proposed Rule 17f-1 
regarding reporting and inquiry requirements with respect to 
missing, lost, counterfeit or stolen securities. The proposed 
rule would require financial institutions and others to report 
missing, lost counterfeit or stolen securities within specified 
time periods to the Federal Reserve Bank or to the Com- 
mission, and to determine whether securities coming into 
their possession or keeping under certain circumstances 
have been reported as missing, lost, counterfeit or stolen. 


The Commission in that release solicited public comment, 
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particularly pertaining to whether the proposed rule ade- 
quately focuses on the lost and stolen securities problem, 
whether certain types of securities should be exempt from 
the reporting and inquiry requirements, whether the 
proposals for reporting and inquiry represent a reasonable 
program in light of existing securities processing practices; 
and whether the Commission should designate another enti- 
ty to operate the reporting and inquiry system and, if so, 
which entity, and on what basis. The Commission stated 
that the public comment period would expire on April 1, 
1976. 


It has come to the Commission's attention that certain in- 
terested members of the public may require more time in 
which to complete studies which they have initiated in order 
to respond to the Commission's solicitation of comments. 
The Commission has determined that it is appropriate in the 
public interest to allow sufficient time to complete these 
studies. Accordingly, the Commission hereby extends the 
period for public comment concerning the lost and stolen 
securities program and proposed Rule 17f-1 announced in 
Release No. 12030 from April 1, 1976 to June 1, 1976. 


All comments should be addressed to George A. Fitzsim- 
mons, Secretary, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549, no later 
than June 1, 1976. Reference should be made to File No. 
$7-611. All comments received will be available for public 
inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12286/March 30, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 ("Exchange Act’) the temporary suspension of ex- 
change and over-the-counter trading for the single ten day 
period commencing at 3:30 p.m. EST) on March 30, 1976 
and terminating at midnight (EST) on April 8, 1976 of the 
securities of Elkins Institute, Inc. a Texas corporation with 
principal executive offices located at 2603 Inwood Ra., 
Dallas. Texas. 


The suspension was ordered because of the lack of adequate 
and accurate public information concerning the company’s 
financial condition and operations. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
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the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12287/March 30, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 ("Exchange Act’’) the temporary suspension of ex- 
change and over-the-counter trading for the single ten day 
period commencing at 3:30 p.m. (EST) on March 30, 1976 
and terminating at midnight (EST) on April 8, 1976 of the 
securities of Alternate Energy Systems, Inc., (“Alternate”), a 
Nevada corporation with principal executive offices located 
at 302 East Carson Avenue, Suite 1106, Las Vegas, 
Nevada. 


The Commission ordered the suspension because of 
questions relating to recent market activity in Alternate’s 
common stock as well as questions which have arisen with 
respect of the validity of certain information currently 
available concerning the operations and financial condition 
of Alternate. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12288/March 31, 1976 


EXTENSION TO JUNE 1, 1976 OF CERTAIN ASPECTS OF 
THE FINANCIAL RESPONSIBILITY AND REPORTING 
PROGRAM PERTAINING TO TRANSACTIONS IN 
MUNICIPAL SECURITIES 


The Securities and Exchange Commission today announced 
the extension until June 1, 1976 of certain aspects of the 
financial responsibility and reporting program pertaining to 
transactions in municipal securities. The effected com- 
ponents of the program include the Commission's previous 
interpretations respecting the application of Rules 17a-3, 
17a-4 and 17a-11(c) to brokers and dealers effecting trans- 
actions solely in municipal securities, and the temporary 
amendment to Rule 15c3-1(c)(1)(i) pertaining to overnight 
bank loans collateralized by municipal securities incurred by 
such brokers and dealers. 


Rules 17a-3, 17a-4 and 17a-11(c) 


Section 17(a)(1)' of the Securities Exchange Act of 1934 
(‘the Act”) requires registered brokers and dealers, inter alia, 
to make and keep such records for such periods of time. as 
the Commission by rule prescribes as necessary or ap- 
propriate in the public interest or for the protection of in- 
vestors. Among the rules adopted pursuant to this rulemak- 
ing authority are Rules 17a-3, 17a-4 and 17a-11. Rule 17a- 
3 essentially requires that brokers and dealers registered 
pursuant to Section 15 of the Act shall make and keep 
current specified books and records relating to their 
business. Rule 17a-4 requires the preservation for specified 
lengths of time of the books and records maintained pur- 
suant to Rule 17a-3, as well as other documents 
enumerated in Rule 17a-4(b), (c) and (d).2 Paragraph (c) of 
Rule 17a-11 requires that brokers and dealers give im- 
mediate, telegraphic notice of a Rule 17a-3 violation to the 
Commission, and take corrective measures within forty- 
eight hours after transmittal of such notice. 


In Securities Exchange Act Release No. 11854 (Nov. 20, 
1975) (Release No. 11854”), the Commission adopted a 
financial responsibility and reporting program pertaining to 
transactions in municipal securities, including certain 
amendments, temporary amendments and interpretations to 
the uniform net capital rule (Rule 15c3-1), the customer 
protection rule (Rule 15c3-3), and other related financial 
responsibility and reporting rules, including Rules 17a-3, 
17a-4 and 17a-11(c). In Release No. 11854, the Commis- 
sion noted that brokers and dealers effecting transactions 
solely in municipal securities might be largely unfamiliar 
with the requirements of Rule 17a-3, and might experience 
difficulty in digesting and implementing ail of the rule’s 
provisions prior to December 1, 1975, by which date these 
brokers and dealers would become subject to Rule 17a-3.° 
The Commission concluded that it was necessary and ap- 





Securities Acts Amendments of 1975, Pub. L. No. 94-29, 


§ 14, 89 Stat. 137 (June 4, 1975), formerly ch. 404, § 17, 


48 Stat. 897 (1934). 


2 The Commission calls attention to Securities Exchange 
Act Release No. 11935 (Dec. 17, 1975), wherein the Com- 
mission amended Rule 17a-4 to require brokers and dealers 
filing Parts Il or IIA of Form X-17A-5 to make and keep cer- 
tain additional books and records. 


propriate to provide a transitional period during which 
brokers and dealers effecting transactions solely in 
municipal securities could educate themselves concerning 
Rule 17a-3 and make those adjustments to their bookkeep- 
ing and recordkeeping systems dictated by the rule’s 
provisions. The Commission accordingly interpreted Rule 
17a-3 to require brokers and dealers effecting transactions 
solely in municipal securities to make and keép current 
books and records sufficient to demonstrate their financial 
condition, to reflect the receipt and delivery of all funds and 
securities, and to reflect all customer activity.* A companion 
interpretation of Rule 17a-4 provided that brokers and 
dealers effecting transactions solely in municipal securities 
would be required to preserve in an easily accessible place 
those books and records maintained pursuant to Rule 17a-3, 
as interpreted, and such other business records required to 
be preserved by Rule 17a-4. In addition, the Commission in- 
terpreted Rule 17a-11(c) to apply only to violations of Rule 
17a-3, as interpreted.’ The Commission stated its intention 
to consult and coordinate with the Municipal Securities 
Rulemaking Board ("the Board”) concerning appropriate 
books and records requirements for brokers and dealers 
effecting transactions solely in municipal securities and in- 
vited public comment concerning numerous questions per- 
taining to appropriate financial responsibility and reporting 
requirements for these brokers and dealers.® 


The interpretations to Rules 17a-3, 17a-4 and 17a-11(c) 
discussed above originally were scheduled to expire on 
January 15, 1976. However, prior to that date, certain in- 
terested members of the public and the Board requested 
that these interpretations be extended. The Board indicated 
at that time that it had under active consideration certain 
proposals concerning books and records requirements which 
it expected to publish for comment in the near future, as a 
prelude to a formal filing with the Commission, pursuant to 
Section 19(b) of the Act, of a proposed books and records 
rule by March, 1976. The Commission responded hy extend- 
ing these interpretations until March 31, 1976.’ 


On February 3, 1976, the Board made available to in- 
terested members of the public an exposure draft of rules es- 
tablishing recordkeeping and preservation requirements for 
municipal securities brokers and municipal securities 
dealers. The Board solicited public comments concerning 
these draft proposals during a period expiring March 5, 
1976. On March 2, 1976, in response to this invitation, the 
Commission transmitted the staff's preliminary comments 
and suggestions with respect to the exposure draft. The 
Board’s exposure draft also generated substantial interest 
among members of the public. The Board has apprised the 
Commission that it has received twenty-one comment 
letters from various firms and organizations, many of them 
quite detailed and requiring careful consideration. The Board 
indicates that it now expects to consider its proposed 


2 Securities Exchange Act Release No. 11854, at 22-23 
(Nov. 20, 1975). 





4 Id. at 23. 
5 Jd. at 24-25. 


8 /d. at 23, 26-27. 


7 Securities Exchange Act Release No. 12021 (Jan. 15, 
1975). : 
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recordkeeping and preservation requirements at its regularly 
scheduled meeting on March 25 and 26, 1976, and to file 
them under Section 19(b) of the Act soon thereafter. 
However, with certain exceptions, Section 19(b) requires 
that the terms of substance of proposed ruies of self- 
regulatory organizations be published for public comment in 
the Federal Register, and precludes, except for good cause, 
Commission approval of such proposals unitl thirty days 
after such publication. Thus, taking into account the Board's 
revised schedule, it is apparent that the Board’s proposed 
recordkeeping and preservation rules could not become 
effective prior to the expiration of the Commission's previous 
extension of its interpretations of Rules 17a-3, 17a-4 and 
17a-11(c). Accordingly, the Board has requested another 
extension of these interpretations of sufficient duration to 
allow the Board's proposed rules to become effective before 
the interpretations expire. The Commission has determined 
that it is appropriate in the public interest and for the protec- 
tion of investors to continue the existing regulatory status 
quo with respect to brokers and dealers effecting transac- 
tions solely in municipal securities until the Commission is in 
a position to consider the Board’s recordkeeping and preser- 
vation rules for such brokers and dealers, in accordance with 
appropriate procedures under Section 19({b). Accordingly, 
the Commission hereby extends the aforementioned inter- 
pretations of Rules 17a-3, 17a-4 and 17a-11(c) until June 
1, 1976. 


Rule 15c3-1(c)(1)(i) 


Section 15(c)(3) of the Act directs the Commission, inter 
alia, to establish minimum financial responsibility re- 
quirements for all brokers and dealers. On June 26, 1975, 
the Commission adopted® amendments to Rule 15c3-1 con- 
Sstituting a uniform net capital rule applicable to substantially 
all brokers and dealers, thus fulfilling this congressional 
directive. 


For purposes of determining compliance with the minimum 
net capital requirements of Rule 15c3-1(a), Rule 15c3- 
1(c)(1) defines aggregate indebtedness (’Al’’) to include the 
total money liabilities of a broker or dealer, reduced by the 
exclusions from Al enumerated thereafter. Pursuant to Rule 
15c3-1(c)(1)(i), indebtedness adequately collateralized by 
securities carried long by a broker or dealer and which have 
not been sold is excludable from Al. However, this exclu- 
sion from Al would not apply to “overnight bank loans” 
collateralized by municipal securities failed to deliver. 


In Release No. 11854, the Commission took notice of the 
historical prevalence of overnight bank loans in the 
municipal securities industry, as well as the suggestions of 
certain commentators that immediate inclusion of these 
loans in Al might prove disruptive to many brokers and 
dealers effecting transactions solely in municipal securities.® 
In light of these considerations, the Commission found it ap- 
propriate to establish a brief transitional period during which 
brokers and dealers effecting transactions solely in 
municipai securities could adjust to the eventual inclusion of 
their overnight bank loans in Al. This transitional period took 
the form of a temporary amendment to Rule 15c3-1(c)(1)(i) 


® Securities Exchange Act Release No. 11497 (June 26, 
1975). 





® Securities Exchange Act Release No. 11854, at 8 (Nov. 20, 


1975). 
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permitting brokers and dealers effecting transactions solely 
in municipal securities to exclude from Al, until April 1, 
1976, indebtedness adequately collateralized by municipal 
securities and outstanding not more than one business 
day.'° However, the Commission also noted that ‘the effect 
of allowing only some members of the securities industry to 
take overnight bank loans without capital consequences 
mandates that this temporary relief be of a short duration.’”"' 


The temporary amendment to Rule 15c3-1(c)(1)(i) expires 
two months before the other temporary amendments to the 
rule adopted in Release No. 11854. Interested members of 
the public have requested that the Commission review the 
temporary amendment to Rule 15c3-1(c)(1)(i) in conjunc- 
tion with the other temporary amendments, which expire on 
June 1, 1976. Therefore, the Commission has determined 
that it is appropriate in the public interest and for the protec- 
tion of investors to delay expiration of the temporary amend- 
ment of Rule 15c3-1(c)(1)(i) until June 1, 1976. According- 
ly, effective immediately, the Commission amends Rule 
15c3-1(c)(1)(i) to change the expiration date of this tem- 
porary amendment from April 1, 1976 to June 1, 1976. 


The text of Rule 15c3-1(c)(1)(i), as amended, is as follows 
(new material underscored; deletions [bracketed]): 


(i) Indebtedness adequately collateralized by 
securities which are carried long by the broker or 
dealer and which have not been sold or by securities 
which collateralize a secured demand note pursuant to 
Appendix (D) to this section 17 CFR 240.15c3-1d; in- 
debtedness adequately collateralized by spot com- 
modities which are carried long by the broker or dealer 
and which have not been sold; or, until [April] June 1, 
1976, indebtedness adequately collateralized by 
municipal securities outstanding for not more than one 
business day and offset by municipal securities failed 
to deliver of.the same issue and quantity, where such 
indebtedness is incurred by a broker or dealer effecting 
transactions solely in municipal securities who is 
either registered with the Commission or temporarily 
exempt from such registration pursuant to 17 CFR 
240.15a-1(T) or 17 CFR 240.15Ba2-3(T). 


Effective Date 


In accordance with the provisions of the Administrative 
Procedure Act, 5 U.S.C. § 553(b)(3)(B), (d)(1) (1970), the 
Commission finds that notice and public procedure respect- 
ing the amendment to Rule 15c3-1(c)(1)(i) adopted herein 
would be impractical and contrary to the public interest, and 
finds further that the amendment relieves a restriction within 
the meaning of the Act and may therefore become effective 
immediately upon publication of this release. These findings 
are based on the Commission's determination that the 
maintenance of orderly markets in municipal securities re- 
quires immediate publication and effectuation of this 
amendment to Rule 15c3-1. 


Statutory Basis and Competitive Considerations 


This amendment to Rule 15c3-1 is adopted pursuant to the 
Securities Exchange Act of 1934, and particularly Sections 





10 Id. at 9. 


" /d. at 8. 
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15(c)(3) and 23(a) thereof. The Commission has determined 
that this amendment to Rule 15c3-1 imposes no burden 
upon .competition not necessary or appropriate in 
furtherance of the purposes of the Act, and particularly to 
implement the Commission's mandate under Section 
15(c)(3) thereof to establish minimum financial responsibili- 
ty requirements for all brokers and dealers. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12289/March 31, 1976 


NOTICE OF APPLICATION BY NASDAQ, INC. FOR 
REGISTRATION AS A SECURITIES INFORMATION 
PROCESSOR. 


Notice is hereby given that, pursuant to Section 11A(b)(2) of 
the Securities Exchange Act of 1934, (the ‘‘Act’’) NASDAQ, 
Inc. (“NASDAQ”) filed an application on March 22, 1976 
with the Securities and Exchange Commission (the “Com- 
mission’) for registration as a securities information 
processor. 


The Commission is required under new Section 11A(b)(3) of 
the Act to find, before granting registration, that an applicant 
“is so organized, and has the capacity, to be able to assure 
the prompt, accurate, and reliable performance of its func- 
tions as a securities information processor,. .. and, insofar as 
it is acting as an exclusive processor, operate fairly and ef- 
ficiently..." Additionally, Section 11A(b)(3) of the Act 
provides that the Commission shall, upon the filing of an 
application for registration pursuant to Section 11A(b)(2) of 
the Act, publish notice of the filing and afford interested per- 
sons an opportunity to submit written data, views and 
arguments concerning such application. A copy of the 
NASDAQ application is available for public inspection in the 
Commission's Public Reference Room at 1100 L Street, 
N.W. Washington, D. C. 20549. 


All persons interested in submitting written data, views and 
arguments concerning NASDAQ’s application should submit 
them in triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North Capitol 
Street, Washington, D. C. 20549 not later than May 10, 
1976. All communications should refer to File No. S7-624 
and will be available for public inspection in the Com- 
mission’s Public Reference Room. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT of 1934 
Release No. 12290/March 31, 1976 


The Securities and Exchange Commission has ordered ad- 
ministrative proceedings under the Securities Exchange Act 
of 1934 involving Douglass, Stanat and Co., Inc. and 
General Bond and Share Co., registered broker-dealers, of 
Denver, Colorado. Also named as respondents are Donn 
Charles Douglass, Robert Byron Stanat, Andrew P. Geiss, 
Stanley Roger Semin, Nolan Twibell and Sam Clarence Pan- 
dolfo. 


Proceedings are based on alleged violations of the registra- 
tion and antifraud provisions of the Securities Act and the 
antifraud provisions of the Securities Exchange Act and rules 
thereunder in violations of the reporting, net capital, due 
diligence, and broker-dealer registration rules of the Ex- 
change Act. Additionally, the staff alleged that Douglass, 
Stanat and Co., Douglass and Stanat failed reasonably to 
supervise persons subject to their supervision to prevent 
such violations. 


A hearing will be scheduled by further order to take evidence 
on the staff's allegations and to afford the respondents an 
Opportunity to offer any defenses thereto for the purpose of 
determining whether the allegations are true and if so, 
whether any action of a remedial nature should be ordered 
by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12291/March 31, 1976 


Admin. Proc. File No. 3-4853 
In the Matter of 


Scofield Securities, Inc. 
3016 Benson Road South 
Renton, Washington 98055 


Environmental Research and Development Corp. 
3016 Benson Road South 
Renton, Washington 98055 


John Connelly Evans 
12818 Kent-Kangley Road 
Kent, Washington 98031 


George Michael Ludwig 
1611 Blaine Court S.E. 
Renton, Washington 98055 


Patrick Tammany Easter 


9802-134th S.E. 
Renton, Washington 98055 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act of 1934, Scofield Securities, Inc., (registrant) 
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Environmental Research and Development Corp., John 
Connelly Evans, Patrick Tammany Easter, and George 
Michael Ludwig registrant's sole shareholder, president, 
chairman of its board of directors, and secretary/treasurer 
respectively have submitted an offer of settlement which the 
Commission has determined to accept. 


On the basis of the order for proceeding and the offer of 
settlement, it is found that Scofield Securities, Inc., wilfully 
aided and abetted by Environmental Research and Develop- 
ment Corp., John Connelly Evans, George Michael Ludwig 
and Patrick Tammany Easter, wilfully violated Sections 
15(b) and 17(a) of the Exchange Act and Rules 15b9-2, 
17a-3, 17a-4, 17a-5, 17a-10, and 17a-11 thereunder; and 
that it is in the public interest to impose the sanctions 
specified in the offer of settlement. 


Accordingly, IT 1S ORDERED that: 


Scofield Securities, Inc., Environmental Research 
Development Corp., John Connelly Evans, Patrick 
Tammany Easter, and George Michael Ludwig be, and 
hereby are, censured. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12292/March 31, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGES BY 
AMERICAN STOCK EXCHANGE CLEARING 
CORPORATION File No. SR-ASECC-76-1 


American Stock Exchange Clearing Corporation (““ASECC”) 
submitted, on March 22, 1976, proposed rule changes pur- 
suant to Rule 19b-4 under the Securities Exchange Act of 
1934 (the ‘“‘Act’”’). The rule changes consist of amendments 
to Sections VI(B) and IX(E)(1) of ASECC’s Procedures. The 
procedures to be amended relate to priority allocations of 
securities in the continuous net settlement (“CNS”) system 
and to the treatment of dividends which may be paid in the 
form of either cash or securities. 


As amended, Section VI(B) would provide for two types of 
priority requests instead of one: a ‘Daily Priority Request’’ 
and a “Standing Priority Request.” Daily Priority Requests 
would apply to long positions in specifically designated 
securities issues, while Standing Priority Requests would 
apply to all long positions. Daily Priority Requests would ex- 
pire after one settlement cycle, while Standing Priority Re- 
quests would remain in effect until they are withdrawn. 


As amended, Section ViI(B) would permit either type of 
priority request to be effective for the night settlement cycle 
only; currently, priority requests must be effective at least for 
the full settlement cycle. 
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Section IX(E)(1(, as amended, would permit securities 
holders who are entitled to dividends payable in the form of 
either cash or securities to choose the form of the dividend. 
Currently, ASECC treats all dividends payable in the form of 
either cash or securities as cash dividends. 


Publication of the submission is expected to be made in the 
Federal Register during the week beginning April 5, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. ASECC-76-1. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12293/March 31, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
AMERICAN STOCK EXCHANGE CLEARING 
CORPORATION (File No. SR-ASECC-76-2) 


American Stock Exchange Clearing Corporation (“ASECC”) 
submitted, on March 22, 1976, a proposed rule change pur- 
suant to Rule 19b-4 under the Securities Exchange Act of 
1934 (the ‘Act’’). The proposed rule change, an addition to 
ASECC’s Procedures, provides a procedure for the conver- 
sion of convertible securities by means of which ASECC will 
be able to effect settlement of convertible securities issues 
through ASECC’s continuous net settlement (“CNS”) 
system. Currently, settlement of all convertible issues is 
effected through ASECC’s Balance Order System. 


Under the new conversion procedure, ASECC clearing 
members who wish to convert securities will submit a CNS 
Conversion Instruction to ASECC. ASECC will then satisfy 
the conversion instruction from among the accounts of 
clearing members with the oldest short positions in the con- 
vertible security. If the conversion requires payment by the 
person converting, ASECC will debit the account of the con- 
verting clearing member and credit the account(s) of the 
clearing members whose short positions had been chosen 
for conversion with the appropriate money amounts. 


Publication of the submission is expected to be made in the 
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Federal Register during the week beginning April 5, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-ASECC-76-2. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12294/March 31, 1976 


Admin. Proc. File No. 3-4372 
In the Matter of 


LEONARD BROTHERS, INC. 
50 Broadway 
New York, New York 


CHARLES |. LEONARD 
315 E. 72nd Street 
New York, New York 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act of 1934 ("Exchange Act’), Leonard Brothers, 
Inc. (“Registrant”), a registered broker-dealer, and Charles |. 
Leonard, vice president of Registrant, have submitted offers 
of settlement which the Commission has determined to 
accept. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that Registrant and Charles |. Leonard 
wilfully violated and wilfully aided and abetted violation of 
Sections 15(b)(3), 15(c) and 17(a) of the Exchange Act and 
Rules 15b3-1, 15c3-1, 17a-3, 17a-4, 17a-5 and 17a-11 
thereunder, and that it is in the public interest to impose the 
sanctions specified in the offer of settlement. 


Accordingly, IT 1S ORDERED that: 
(1) Charles t. Leonard be and hereby is suspended 


from association with any broker, dealer or investment 
company for a period of three months; 


(2) Charles |. Leonard be and hereby is suspended 
from association with any broker, dealer or investment 
company in a supervisory capacity for a period of 
seven months; and 


(3) The broker-dealer registration of Leonard 
Brothers, Inc. be and hereby is revoked. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12295/March 31, 1976 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, INC. 
LaSalle at Jackson 
Chicago, Illinois 60604 


(SR-CBOE-76-1) 
ORDER APPROVING PROPOSED RULE CHANGE 


On February 12, 1976, the Chicago Board Options Ex- 
change, Inc. filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the ‘“Act’’), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of a proposed rule change to 
provide its board of directors with the ability to increase the 
number of directors who may serve as members of the Ex- 
change’s Executive Committee. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12118 February 19, 1976)) and by publica- 
tion in the Federal Register (41 Fed. Reg. 8453, (February 
26, 1976)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to registered national 
securities exchanges, and in particular, the requirements of 
Section 6 and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on February 12, 1976, be, and it hereby is, ap- 
proved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12296/March 31, 1976 


In the Matter of 


THE NEW YORK STOCK EXCHANGE, INC. 
New York, New York 


(SR-NYSE 75-12) 
(SR-NYSE-75-21) 


ORDER APPROVING PROPOSED RULE CHANGES 
SUBMITTED BY THE NEW YORK STOCK EXCHANGE, 
INC., ON BEHALF OF DEPOSITORY TRUST COMPANY, A 
REGISTERED CLEARING AGENCY TO ADDRESS CERTAIN 
LEGAL AND OPERATIONAL PROBLEMS ASSOCIATED 
WITH THE ADDITION OF SECURITIES TO THE LIST OF 
ELIGIBLE SECURITIES 


On November 3 and November 25, 1975, the New York 
Stock Exchange, Inc., on behalf of Depository Trust Com- 
pany ("DTC"), its subsidiary and a registered clearing agen- 
cy, submitted proposed changes to DTC Rule 5, Section 1 
and 6 and Sections B, D, F, G, | and J of the DTC Operating 
Procedures, pursuant to Rule 19b-4 under the Securities Ex- 
change Act of 1934 (the “Act’’). 


In accordance with Section 19(b) of the Act and Rule 19b-4 
thereunder, the rule changes and an invitation for comments 
were published in the Federa/ Register and also appeared in 
Securities Exchange Act Release Nos. 12020 (January 15, 
1976) and 12038 (January 23, 1976). No letters of com- 
ment were received. 


As described in Securities Exchange Act Release Nos. 
12020 and 12038. the rule changes address certain legal 
and operational problems associated with the addition of 
certain securities to the list of Eligible Securities as such 
term is defined in the rules of DTC. By letters dated March 5, 
1976 and March 17, 1975, the proposed rule changes were 
amended. These letters have been placed in the public file 
and have been incorporated in the proposed rule changes. 


The Commission has reviewed the proposed rule changes 
and finds that they are consistent with the requirements of 
the Act and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the rule changes contained in Files SR- 
NYSE-75-12 and SR-NYSE-75-21 be, and hereby are, ap- 
proved. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12297/April 1, 1976 
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SEE 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 506/April 1, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12298/April 1, 1976 


Administrative Proceeding File No. 3-4953 
In the Matter of 


MAIN DOLLAR STORES, INC. 
(File No. 81-197) 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT. 


The Securities and Exchange Commission has issued an 
order granting the application of Main Dollar Stores, Inc. 
(“Applicant’’), a Tennessee corporation, pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as amended 
for an exemption from the provisions of Section 15(d) of that 
Act. 


It appears to the Commission that the exemption is not in- 
consistent with the public interest or the protection of in- 
vestors since the Applicant has only one record holder of its 
common stock. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12299/April 1, 1976 


In the Matter of 


MIDWEST SECURITIES TRUST COMPANY 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSTC-76-1) 


ORDER APPROVING PROPOSED RULE CHANGE 
SUBMITTED BY THE MIDWEST SECURITIES TRUST 
COMPANY 


On February 9, 1976, the Midwest Securities Trust Com- 
pany (""MSTC”), a wholly-owned subsidiary of the Midwest 
Stock Exchange, Inc., submitted a proposed rule change pur- 
suant to Rule 19b-4 under the Securities Exchange Act of 
1934 (the ‘‘Act’’) designed to clarify the intended meaning 
of MSTC Rule 8 regarding replenishment of pro rata charges 
made against the Participants’ Fund. 


In accordance with Section 19(b) of the Act and Rule 19b-4 
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thereunder, the rule change was published in the Federa/ 
Register (41 Fed. Reg. 8238, February 25, 1976), and the 
public was invited to submit comments until March 17, 
1976. Notice of the filing and an invitation for comments 
also appeared in Securities Exchange Act Release No. 34- 
12115, February 18, 1976. No letters of comment were 
received. 


The Commission has reviewed the proposed ru!e change and 
finds that it is consistent with the requirements of the Act 
and the rules and regulations thereunder applicable to 
registered clearing agencies, and in particular, the re- 
quirements of Section 17A and the rules and regulations 
thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change contained in File 
No. SR-MSTC-76-1 be, and hereby is, approved. 


For the Commission, by the Division of Market,Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12300/April 1, 1976 


In the Matter of 


MIDWEST CLEARING CORPORATION 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MCC-76-1) 


ORDER APPROVING PROPOSED RULE CHANGE 
SUBMITTED BY THE MIDWEST CLEARING 
CORPORATION 


On February 9, 1976, the Midwest Clearing Corporation 
(“MCC”), a wholly-owned subsidiary of the Midwest Stock 
Exchange, Inc., submitted a proposed rule change pursuant 
to Rule 19b-4 under the Securities Exchange Act of 1934 
(the “Act’’) designed to clarify the intended meaning of MCC 
Rule 14 regarding replenishment of pro rata charges made 
against the Participants’ Fund. 


In accordance with Section 19(b) of the Act and Rule 19b-4 
thereunder, the rule change was published in the Federal 
Register (41 Fed. Reg. 8238, February 25, 1976), and the 
public was invited to submit comments until March 17, 
1976. Notice of the filing and an invitation for comments 
also appeared in Securities Exchange Act Release No. 34- 
12116, February 18, 1976. No letters of comment were 
received. 


The Commission has reviewed the proposed rule change and 
finds that it is consistent with the requirements of the Act 
and the rules and regulations thereunder applicable to 


registered clearing agencies, and in particular, the re- 
quirements of Section 17A and the rules and regulations 
thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change contained in File 
No. SR-MCC-76-1 be, and hereby is, approved. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12301/April 1, 1976 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-76-6) 
ORDER APPROVING PROPOSED RULE CHANGE 


On February 17, 1976, the American Stock Exchange, Inc. 
(“Amex’’) filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the “Act’’), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of a proposed rule change. 
The proposal calls for the deletion from Amex Rule 155 of 
the requirement that the specialist substitute his bid (or 
offer) for one unit of trading for the current public bid (or 
offer) when an order is received to buy (or sell) a block of 
stock at a price outside the quoted market. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 34-12117, February 19, 1976) and by 
publication in the Federal Register (41 Fed. Reg. 8443, 
February 26, 1976). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular the requirements of Section 6 and 
the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on February 17, 1976, be, and it hereby is, ap- 
proved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12302/April 1, 1976 


The Securities and Exchange Commission has ordered the 
continuation of the suspension of trading, for the ten day 
period from April 1, 1976 through April 10, 1976, of all 
securities of Equity Funding Corporation of America ("Eq- 
uity’), including the securities of Orion Capital Corporation 
(“Orion”), which emerged yesterday from proceedings under 
Chapter X of the Bankruptcy Act as the reorganized 
successor to Equity. On March 31, 1976, pursuant to a Plan 
of Reorganization approved and confirmed by the United 
States District Court for the Central District of California all 
the securities of Equity prior to Orion were cancelled. Equity 
creditors and claimants will receive shares of common stock 
of Orion as provided in the Reorganization Plan. The Trustee 
of Equity has requested the continued suspension of trading 
to enable the filing of Orion’s Annual report on Form 10-K 
with the Commission and to permit distribution of the Orion 
common stock to the creditors and claimants of Equity. The 
Trustee presently anticipates that this distribution will be 
substantially completed by May 31, 1976 or soon 
thereafter. 





SECURITIES AND EXCHANGE ACT OF 1934 
Releas No. 12303/April 1, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
NATIONAL ASSOCIATION OF SECURITIES DEALERS 
File No. SR-NASD-76-4 


The National Association of Securities Dealers submitted on 
March 30, 1976, a proposed rule change under Rule 19b-4 
to permit stabilizing bids with penalty stipulations, provided 
the penalty stipulation is applicable to selling concessions 
only. 


Publication of the submission is expected to be made in the 
Federal Register during the week of April 5, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved. interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capital Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-NASD-76-4. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the abovementioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19445/March 26, 1976 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 


(70-5813) 


NOTICE OF PROPOSED CHARTER AMENDMENT TO 
INCREASE AUTHORIZED COMMON STOCK AND TO 
CREATE A CLASS OF $25 PAR VALUE PREFERRED 
STOCK; ORDER AUTHORIZING SOLICITATION OF 
PROXIES IN CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
(“Ohio Edison’), a registered holding company and an elec- 
tric public utility company, has filed a declaration and 
amendments thereto with this-‘Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘Act’), 
designating Sections 6(a), 7, and 12(e) of the Act and Rule 
62 promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the 
declaration, as amended, which is summarized below, for a 
complete statement of the proposed transaction. 


Ohio Edison proposes to amend its Articles of Incorporation 
(“Articles”) to (1) increase the number of its authorized 
shares of common stock, par value $9.00 per share, from 
40,000,000 to 55,000,000 shares and (2) to create a new 
class of Ohio Edison preferred stock to consist of 4,000,000 
authorized shares of $25.00 par value preferred stock. 


It is stated that the increase in the number of authorized 
shares of common stock is needed to provide opportunity to 
sell additional common stock to help finance future con- 
struction. It is stated that upon completion of the expected 
sale of Ohio Edison common stock in April 1976, substan- 
tially all of Ohio Edison’s presently authorized shares of com- 
mon stock will be outstanding. 


It is proposed to establish the new class of preferred stock to 
give Ohio Edison flexibility in future preferred stock financ- 
ing. Ohio Edison states that it has been advised by major in- 
vestment banking firms that under present market con- 
ditions $25 par value preferred stock is more readily 
marketable and could result in a more favorable dividend 
rate to Ohio Edison. The new class of preferred stock would 
be identical in all respects to Ohio Edison's presently ex- 
isting preferred stock (with the exceptions noted below) ex- 


cept that the par value would be $25 rather than $100 and 6 ’ 
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each share will be entitled to one-quarter vote rather than 
one vote on matters upon which preferred stockholders are 
entitled to vote. 


Ohio Edison has stated that under present circumstances, 
the new class of preferred stock and the present class of 
preferred stock would vote as a single class in connection 
with all matters upon which such classes would be entitled 
to vote unless the matter voted on involved (i) a reduction in 
Ohio Edison's stated capital or capital surplus, (ii) a substan- 
tial change in the purposes of Ohio Edison, (iii) a change of 
Ohio Edison into a non-profit corporation or (iv) an alteration 
of the rights or preferences of one such class. In the cases (i) 
through (iii) above, each class of preferred would vote as a 
separate class and in case (iv) above, only the class affected 
would vote. 


If the proposed amendment to the Articles establishing the 
new class of preferred is adopted, changes to Ohio Edison's 
Code of Regulations will be submitted to stockholders at a 
later time to eliminate inconsistencies in the Code and Ar- 
ticles resulting from the fact that shares of the new class 
preferred stock will be entitled to 1/4 vote rather than 1 
vote. Pending such submissions, however, Counsel for Ohio 
Edison advises that provisions of the Articles would control 
in any situation involving such inconsistency. 


Ohio Edison proposes to solicit proxies from its common 
stockholders to be used at the annual meeting of its 
stockholders to be help April 29, 1976, through the use of 
proposed solicitating material. Proxies are to be solicited for 
above proposals, for the election of directors, the appoint- 
ment of auditors, amendments of the Ohio Edison Code of 
Regulations and with respect to a stockholder proposal con- 
cerning the ownership of Ohio Edison stock by Ohio Edison 
directors. Adoption of the above-described amendments to 
the Articles each requires the favorable vote of the holders 
of two-thirds of the shares outstanding on the date fixed by 
the Board of Directors for the determination of stockholders 
entitled to vote at the meeting. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction, Fees and expenses to be incurred in 
connection with the proposed transactions are estimated at 
$64,000, including attorney's fees of $6,000 and a state fil- 
ing fee of $37,525. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 20, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said declaration, as amended, which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed with the 
request. At any time after said date, the declaration, as 
amended, or as it may be further amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 


or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or adivce as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


It is appearing to the Commission that the declaration, as 
amended, insofar as it proposes the solicitation of proxies 
from Ohio Edison's common stockholders, should be per- 
mitted to become effective forthwith pursuant to Rule 62: 


IT IS ORDERED, that the declaration, as amended, regarding: 
the proposed solicitation of proxies from Ohio Edison's com- 
mon stockholders be, and it hereby is, permitted to become 
effective forthwith pursuant to Rule 62 and subject to the 
terms and conditions prescribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19446/March 26, 1976 


In the Matter of 


NORTHEAST UTILITIES 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 
West Springfield, Massachusetts 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Berlin, Connecticut 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Wethersfield, Connecticut 


(70-5814) 


ORDER APPROVING ISSUE AND SALE OF SHORT-TERM 
NOTES TO BANKS AND/OR COMMERCIAL PAPER TO 
DEALERS; EXCEPTION FROM COMPETITIVE BIDDING; 
CAPITAL CONTRIBUTIONS BY HOLDING COMPANY TO 
SUBSIDIARIES 


Northeast Utilities (“NU”), a registered holding company, 
and The Connecticut Light and Power Company ("CL&P”), 
The Hartford Electric Light Company (“HELCO”), and 
Western Massachusetts Electric Company (“WMECO”), 
each a wholly-owned electric utility subsidiary company of 
NU, have filed an application-declaration and amendments 
thereto with this Commission pursuant to Sections 6, 7, and 
12(b) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 45 and 50(a)(5) promulgated thereunder 
as applicable to the following proposed transactions. 


Applicants each propose to issue, from time to time through 
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June 30, 1977, short-term notes to banks (to be named) 
and commercial paper ro dealers in commercial paper. The 
aggregate amount of all such short-term indebtedness at 
any time outstanding, whether issued to banks, to a 
dealer in commercial paper, or otherwise, will not exceed 
$140,000,000 in the case of NU, and in the cases of CL&P, 
HELCO, and WMECO aggregate amounts of $90,000,000, 
$45,000,000 and $60,000,000, respectively. By order 
dated December 11, 1973 (HCAR No. 18213), the Com- 
mission authorized and preferred shareholders subsequently 
approved CL&P, HELCO, and WMECO to continue, for a 5- 
year period, their existing authorizations to incur short-term 
indebtedness in an amount up to but not exceeding 20% of 
their respective capitalizations. The maximum amounts set 
forth above for CL&P and HELCO are less than 10% of their 
respective capitalizations and in the case of WMECO the 
maximum amount represents less than 20% of its capitaliza- 
tion. 


Applicants propose to renew and extend any notes so issued 
or to refund them with other similar notes issued to banks or 
to dealers in commercial paper and to issue and sell ad- 
ditional short-term notes (and to renew such notes) from 
time to time to meet portions of their capital requirements; 
provided, however, that the aggregate amount of all such 
notes of each applicant at any one time outstanding, in- 
cluding notes issued both before and after June 30, 1977, 
will at no time exceed the amount set forth above for each 
applicant. 


The notes to be issued to banks will each be dated as of the 
date of issue (no later than June 30, 1977), will have max- 
imum maturity dates of nine months with right of renewal, 
will bear interest at a rate per annum not in excess of the 
prime rate or the prime rate plus a fraction thereof, and will 
be subject to prepayment at any time at each company’s op- 
tion without premium. 


The applicants have credit lines with forty-nine banks sub- 
ject in most cases to commitment fees and/or compensating 
balance requirements. Generally, compensating balances 
ranging from 10%-20% of credit lines are required. Based 
upon 6-3/4% prime interest rate, a 10%-20% compensating 
balance will result in an effective cost of borrowing of ap- 
proximately 7.50%-8.44% per annum. 


Commercial paper will be issued and sold by each applicant 
in the form of short-term promissory notes in varying 
denominations of not less than $50,000 and not more than 
$1,000,000, bearing varying maturities of not more than 
270 days after date of issue and not subject to repayment 
prior to maturity. The commercial paper will be sold directly 
to dealers in commercial paper (Lehman Commercial Paper, 
Incorporated, in the case of NU and WMECO, and A. G. 
Becker & Co., Incorporated, in the case of CL&P and 
HELCO) at the discount rate per annum prevailing at the 
date of issuance for commercial paper of comparable quality 
and like maturity sold by public-utility issuers to commercial 
paper dealers. No commercial paper shall be issued having a 
maturity of more than 90 days at an effective interest cost to 
the applicants which exceeds the prime commercial bank 
rate at which they could borrow from banks. No commission 
or fee will be payable in connection with the issuance and 
‘sale of the commercial paper. The purchasing dealer, as prin- 
cipal, will reoffer the commercial paper to institutional in- 
vestors at a discount not to exceed 1/8 of 1% per annum 
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less than the prevailing discount rate available to applicants 
in such manner as not to constitute a public offering. The 
commercial paper will be reoffered to not more than 200 
identified and designated commercial and _ institutional 
customers in a nonpublic list prepared for each applicant in 
advance by the purchasing dealer, and furnished to the Com- 
mission either by each applicant or the commercial paper 
dealer. No additions will be made to this customer list. It is 
anticipated that the commercial paper will be held by 
customers to maturity, but, if such customers desire to resell 
prior to maturity, the purchasing dealer, pursuant to a verbal 
repurchase agreement, will repurchase the commercial 
paper and reoffer the same only to others on the list. 


The funds to be derived by NU from the issuance and sale of 
the bank notes and the commercial paper will be applied (i) 
to make capital contributions during the period from April 1, 
1976, to June 30, 1977, to CL&P and HELCO in amounts 
not to exceed $30,000,000 and $20,000,000, respectively, 
(ii) to make open account advances and/or capital con- 
tributions during the period from April 1, 1976, to June 30, 
1977, to WMECO and to Northeast Nuclear Energy Com- 
pany (“NNEC”), both of which are electric utility subsidiaries 
of NU, in amounts not to exceed $30,000,000 and $2,000,- 
000, respectively, (iii) to make open account advances dur- 
ing 1976 and up to June 30, 1977, to The Quinnehtuk Com- 
pany and to Holyoke Water Power Company, both wholly- 
owned subsidiaries of NU, in amounts not to exceed $500.,- 
000 and $2,000,000, respectively, and (iv) to supply funds 
as needed to other subsidiary companies as heretofore or 
hereafter authorized by the Commission. All capital con- 
tributions to subsidiaries will be credited to their capital sur- 
plus accounts. CL&P, HELCO, and WMECO will apply such 
contributions or advances together with other funds 
available to them, to finance their 1976 and 1977 construc- 
tion programs. The total estimated construction expen- 
ditures of CL&P, HELCO, and WMECO for 1976 and 1977 
are $216,500,000, $110,500,000, and $53,500,000, 
respectively. NNEC will apply such contribution, together 
with other funds available to it, for nuclear fuel financing 
during 1976 and 1977. Total expenditures for nuclear fuel in 
1976 and 1977 are estimated to be $68,600,000. The 
funds to be derived by CL&P, HELCO, and WMECO from the 
issuance and sale of the bank notes and commercial paper 
will also be applied, together with other funds available to 
these companies, to finance their respective construction ex- 
penditures in 1976 and 1977. 


Open account advances to WMECO and NNEC may remain 
outstanding for periods ranging from nine to twelve months. 
To compensate NU for the cost of borrowing the funds to 
make such open account advances and to accurately reflect 
the cost of service provided by WMECO and NNEC, those 
companies will pay interest on all open account advances 
from NU made subsequent to December 31, 1975. Such in- 
terest will be accrued at the prime rate in effect at the time 
of making the open account advance (currently 6-3/4%) ad- 
justed for the compensating balances required at the time of 
making the open account advance (currently 20%). 


It is stated that NU will not necessarily apply all or any part 
of the proceeds of any sale of its common shares prior to 
June 30, 1977 to the reduction of its outstanding short-term 
borrowings and that CL&P, HELCO, and WMECO will not 
necessarily apply all or any part of the net proceeds of any 
long-term financing to the repayment or reduction of their 
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short-term notes. In the event that CL&P and HELCO com- 
plete the disposition of their respective gas properties prior 
to June 30, 1977, the net proceeds of such dispositions 
shall first be applied to the repayment of their outstanding 
bank notes and commercial paper; provided, however, that if 
the net proceeds exceed the amount of short-term 
borrowings then outstanding any excess may be used by 
CL&P and/or HELCO to finance their respective construction 
programs. In lieu of such application of the proceeds from 
the disposition of the gas properties, CL&P and HELCO may 
use a portion of such proceeds to pay a dividend to NU, such 
dividend to be applied by NU to the reduction of its short- 
term borrowings then outstanding. Any bank notes or com- 
mercial paper of NU, CL&P, HELCO, and WMECO outstan- 
ding at June 30, 1977, will be repaid from internal cash 
resources or from the proceeds of long-term debt or equity 
financing. 


Applicants request exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale of 
the commercial paper pursuant to paragraph (a)(5) thereof 
on the grounds that it is not practicable to invite competitive 
bids for commercial paper and that current rates for com- 
mercial paper for prime borrowers such as the applicants are 
published daily in financial publications. 


It is stated that no State or Federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19414). and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act, ex- 
cept that the time for filing the certification thereunder with 
respect to the proposed transactions is extended so as to 
allow filing on a quarterly basis. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLING COMPANY ACT OF 1935 


@ Release No. 19447/March 26, 1976 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-5790) 


ORDER APPROVING PROPOSED SALE AND LEASEBACK 
OF NUCLEAR FUEL AND RELATED FACILITIES 


Arkansas Power & Light Company ("AP&L”), an electric 
utility subsidiary company of Middle South Utilities, Inc., a 
registered holding company, has filed an application, and 
amendments thereto, with this Commission pursuant to 
Sections 9(a) and 10 of the Public Utility Holding Company 
Act of 1935 (‘Act’) regarding the following proposed trans- 
actions. 


As more fully described below, AP&L proposes to enter into 
arrangements with Razorback Nuclear Properties, Inc. (‘Fuel 
Company”), whereby AP&L would sell its interest in certain 
partially fabricated nuclear fuel to the Fuel and incidental 
facilities (‘Nuclear Fuel”) to AP&L. The Nuclear Fuel will be 
used by AP&L to satisfy the fuel requirements for Unit No. 2 
of Arkansas Nuclear Two (“Unit No. 2”), located near 
Russellville, Arkansas. The Fuel Company, incorporated in 
the State of Delaware, is a wholly-owned subsidiary of 
Lehman Leasing, Inc. (“Lehman Leasing’), a New York cor- 
poration engaged with its other subsidiaries in a general 
leasing business. Lehman Leasing is owned by Lehman 
Holdings, Incorporated, an affiliate of Lehman Brothers, Inc., 
an investment banking firm. 


AP&L currently has contracts for the supply of the Nuclear 
Fuel cores to be used in Unit No. 2. It is expected that 
fabrication of the initial core will be completed in 1977 and 
that the loading of the initial core in the reactor will com- 
mence in 1977. At such time as this Commission may 
authorize the transactions proposed herein, AP&L will sell to 
the Fuel Company, at cost, its interest in the supply of 
Nuclear Fuel as fabricated to such date and simultaneously 
will enter into a lease for such Nuclear Fuel (‘Lease’) with 
the Fuel Company. As of November 30, 1975, AP&L states 
its book cost for the Nuclear Fuel (including applicable 
allowance for funds used during construction) was $7,- 
223,141. 


Under the Lease, the Fuel Company will undertake financial 
responsibility for the consummation of AP&L’s contracts for 
the Nuclear Fuel, as well as providing for future supplies of 
Nuclear Fuel for Unit No. 2. The maximum commitment of 
the Fuel Company to make payments for Nuclear Fuel is 
$49,000,000 at any one time outstanding. 


Under the Lease, AP&L will be responsible for operating, 
maintaining, repairing, replacing and insuring the Nuclear 
Fuel and for paying for taxes and costs arising out of the 
ownership, possession or use thereof. The initial term of the 
Lease will be through June 30, 1980. On June 30, 1977 
and on each succeeding June 30 of a year ending with an 
odd number, the three year remainder of the term will 
automatically be extended for two years, unless either party 
gives prior written notice of termination, up to June 30, 
2018. 


Lease payments will be payable quarterly and will com- 
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mence with the term of the Lease. These payments will in- 
clude: (a) a ‘Quarterly Lease Charge,” which will represent 
an administrative charge of 1/8 of 1% per annum of the 
“Stipulated Loss Value,” as defined in the Lease, payable by 
the Fuel Company, and other allocated operational costs of 
the Fuel Company; (b) a “Burn-up Charge” equal to the cost 
of the Nuclear Fuel consumed while the Nuclear Fuel is in 
the reactor and producing heat. Prior to the commercial 
operation of Unit No. 2, or when the Nuclear Fuel is not in 
the reactor and producing heat, AP&L may elect to capitalize 
Quarterly Lease Charges or daily portions thereof so long as 
the amount of credit still available to the Fuel Company un- 
der a “Credit Agreement” (referred to below) exceeds the 
sum of the Stipulated Loss Value of the Nuclear Fuel, the 
amount of such Charges and $1,000,000. AP&L may con- 
sequently, subject to the foregoing limitation, defer rental 
payments until those times during commercial operation 
when the Nuclear Fuel is in the reactor and producing heat 
in the production of electric energy. 


It is provided that AP&L may terminate the Lease at any 
time. The Fuel Company may terminate the Lease under 
‘specified circumstances. Upon the occurrence of any event 
of termination (“Event of Termination”), as defined in the 
Lease, title to the Nuclear Fuel shall automatically be 
transferred to AP&L, which will thereafter be unconditionally 
obligated to purchase the Nuclear Fuel at a price fixed by 
application of a formula. Upon consummation of such 
purchase, all obligations of AP&L under the Lease will ter- 
minate. 


It is further provided that the Fuel Company will receive 
alternative termination rights upon certain events of default 
(“Events of Default”). Upon the occurrence of an Event of 
Default the Fuel Company may: (a) treat the Event of Default 
as an Event of Termination; and/or (b) it may terminate the 
Lease. If the Fuel Company terminates the Lease in either 
such manner, Arkansas’ interest in the Nuclear Fuel will ter- 
minate and the Fuel Company may, among other things, 
elect to take possession of the Nuclear Fuel and sell it. 


Under the terms of the Lease, the amount of the quarterly 
lease payments by AP&L will be measured by, among other 
things, the amount of costs incurred by the Fuel Company in 
connection with its acquisition of the Nuclear Fuel. The Fuel 
Company has advised AP&L that it will finance its 
obligations under the Lease by entering into a $50,000,000 
credit agreement (Credit Agreement’) with various finan- 
cial institutions (“Banks’), including Marine Midland Bank, 
which will act as agent for the Banks (“Agent’’). AP&L is to 
approve of the Fuel Company’s entry into the Credit Agree- 
ment. 


Under the Credit Agreement, the Fuel Company would make 
revolving credit borrowings to be evidenced by the Fuel 
Company's promissory notes (“Revolving Credit Notes”). 
The initial obligations to make revolving credit loans shall 
terminate on December 31, 1977; such obligations will be 
automatically extended for two years on June 30, 1977 and 
on each succeeding June 30 in a year ending in an odd 
number, unless either party has given prior notice of ter- 
mination. In no event shall such obligations extend beyond 
June 30, 2015. The Credit Agreement may be amended to 
allow for the issuance of commercial paper by the Fuel Com- 
pany to be supported by irrevocable letters of credit of the 
Agent, for the account of the Banks. 
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The Fuel Company will pay the Agent a fee for its services 
under the Credit Agreement which (i) for the period from the 
date of the Credit Agreement until June 30, 1977, shall be 
in the aggregate amount of $50,000, payable in equal 
quarterly installments, and (ii) for each period of two years 
after June 30, 1977 during which the term for making 
revolving credit loans has been extended, shall be payable in 
eight quarterly installments, each in an amount equal to 
1/80 of 1% of the revolving credit commitments (‘‘Com- 
mitments”), as defined in the Credit Agreement. The Fuel 
Company will also pay the Banks a commitment fee per an- 
num equal to .50 of 1% of the principal amount of the unus- 
ed portion of the Commitments of the Banks. 


Each Revolving Credit Note shall bear interest on the unpaid 
principal balance thereof at rates which are based upon the 
average of the total unpaid principal balance of all Revolving 
Credit Notes outstanding during each calendar quarter, plus 
5/8 of 1%. Under this formula, the average unpaid balance, 
and the corresponding rate of interest, expressed as a 
percentage of the prime commercial loan rate of the Agent 
as in effect from time to time for short-term borrowings by 
large businesses will be: 


Percentage of unpaid balance Percentage of prime rate 


40% or less 115% 
40%- 60% 120% 
60%- 80% 123% 
80%- 90% 124% 
90%-100% 125% 


It is provided, however, that if notice of termination shall 


have been given on or prior to June 30, 1977, all Revolving | 


Credit Notes will bear interest at a rate per annum equal to 
130% of the prime rate, plus 5/8 of 1%. 


AP&L has been advised by the Fuel Company that the Agent 
will receive an assignment of the rents and certain other 
obligations under the Lease as security for, among other 
things, the Banks’ loans under the Credit Agreement. AP&L 
proposes to agree in the Lease to acknowledge notice of the 
assignment by a separate instrument. The Fuel Company 
also has advised that the Agent will receive a security in- 
terest in the Nuclear Fuel and that Lehman Leasing will 
guarantee the payment of up to 15% of the obligations of 
the Fuel Company under the Credit Agreement. 


AP&L proposes to charge the rent under the Lease to fuel 
expense and to account for the transaciton as a lease rather 
than a purchase. 


No Federal or State commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions, except 
that the Nuclear Regulatory Commission has jurisdiction 
over the ownership, possession, storage and handling of the 
Nuclear Fuel. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19335), and supplemental notice has been 
given of further terms and conditions not contained therein 
(HCAR No. 19413). No hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
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adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application, as amended, be granted: 


IT |S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application, as amended, 
be, and it hereby is, granted forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19448/March 29, 1976 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL 
CORPORATION 
Buffalo, New York 


FUEL GAS DISTRIBUTION 


(70-5778) 


SUPPLEMENTAL ORDER RELEASING JURISDICTION 
OVER INDEMNITY AGREEMENT BETWEEN HOLDING 
COMPANY AND SUBSIDIARY 


National Fuel Gas Company (National Fuel Gas’), a 
registered holding company, and its wholly-owned sub- 
sidiary company, National Fuel Gas Distribution Corporation 
(“Distribution”) have filed a joint declaration and 
amendments thereto with this Commission pursuant to Sec- 
tions 7, 12(b) and 12(f) of the Public Utility Holding Com- 
pany Act of 1935 (“Act’’) and Rule 45 promulgated 
thereunder as applicable to the proposed transactions. An 
order authorizing certain of the proposed transactions was 
issued on February 20, 1976 (HCAR No. 19397), jurisdic- 
tion being reserved with respect to the other transaction as 
to which the record was incomplete. 


The record has been completed with respect to the remain- 
ing transaction in which National Fuel Gas and Distribution 
propose to enter into an indemnity agreement under which 
Distribution will agree to indemnify National Fuel Gas 
against any expenses, liabilities, or damages which may be 
incurred in connection with the performance by National 
Fuel Gas of its obligations under the guarantee agreement 
with General Electric Credit Corporation and the transac- 
tions contemplated thereunder. The terms of the indemnity 
agreement are stated in the order of February 20, 1976. 


Requisite authorization of the proposed transaction has been 
obtained from the Pennsylvania Public Utility Commission. 


No other State commission or Federal commission, other- 
than this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed by Rule 23 promulgated under the 
Act (HCAR No. 19305), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found, with respect to the above- 
described transactions, that the applicable provisions of the 
Act and rules promulgated thereunder are satisfied and that 
no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and con- 
sumers that the amended declaration in respect of said 
transactions be granted and permitted to become effective. 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and the rules thereunder, that the declaration, as 
amended, be, and it hereby is, granted and permitted to 
become effective forthwith with respect to the above- 
described proposed transaction, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19449/March 30, 1976 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 44308 


(70-5816) 


ORDER AUTHORIZING PROPOSED ISSUE AND SALE OF 
COMMON STOCK BY HOLDING COMPANY THROUGH 
COMPETITIVE BIDDING 


Ohio Edison Company ("Ohio Edison”), an electric utility 
company and a registered holding company, has filed a 
declaration and amendments thereto with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rule 50 promulgated 
thereunder regarding the following proposed transaction. 


Ohio Edison proposes to issue and sell, pursuant to the com- 
petitive bidding requirements of Rule 50 under the Act, up 
to 4,000,000 shares of its common stock, par value $9 per 
share ("‘stock’’). Proceeds from the sale of the stock are to be 
used for Ohio Edison’s 1976 construction program, for the 
repayment of unsecured short-term debt, or to reimburse its 
treasury for expenditures made for such purposes. Ohio 
Edison estimates its 1976 construction program costs will 
be approximately $314,000,000 and that it will have ap- 
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proximately $110,000,000 in outstanding short-term loans 
at the time of the sale of the stock. 


The Public Utilities Commission of Ohio has authorized the 
proposed transaction. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No..19415), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisifed and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rules 24 
and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19450/March 30, 1976 


In the Matter of 


THE SOUTHERN COMPANY 
Perimeter Center East 

P.O. Box 720071 

Atlanta, Georgia 30346 


(70-5827) 


NOTICE OF PROPOSED ISSUE AND SALE OF COMMON 
STOCK PURSUANT TO DIVIDEND REINVESTMENT PLAN; 
EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Southern Company 
(“Southern”), a registered holding company, has filed an 
application-declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 (‘Act’) 
designating Sections 6(a) and 7 of the Act and Rule 50(a)(1) 
promulgated thereunder as applicable to the following 
proposed transaction. All interested persons are referred to 
the application-declaration, which is summarized below, for 
a complete statement of the proposed transaction. 


Southern proposes to issue and sell from time to time 
through March 31, 1977, up to 2,000,000 shares of its 
authorized byt unissued common stock, par value $5 per 
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share, pursuant to a Dividend Reinvestment and Stock 
Purchase Plan (‘Plan’). The proceeds of the sale will be 
used, pursuant to Commission authorization (HCAR No. 
19422, March 8, 1976), to make capital contributions to 
Southern’s operating subsidiaries, to make loans to 
Southern Services, Inc. and to repay short-term debt. 


The Plan will be administered by The First National Bank of 
Atlanta, which will make purchases of shares as agent for 
the participants, and all holders of record of Southern’s com- 
mon shares will be eligible to participate. Participants in the 
Plan will be able to (a) have dividends on their shares 
automatically reinvested, (b) continue to receive their cash 
dividends on shares registered in their names and invest by 
making optional cash payments of not less than $25 per 
payment nor more than $3,000 per quarter or (c) invest both 
their cash dividends and optional cash payments. A partici- 
pant will be able to withdraw from the Plan at any time upon 
written notice. Upon withdrawal, the participant will be 
issued a certificate for the number of shares credited to his 
account and will receive a cash payment for the value of any 
fractional share. Without withdrawing from the Plan, a par- 
ticipant will be entitled to demand and receive a certificate 
represnenting the full shares of common stock credited to 
his account under the Plan. Southern reserves the right to 
suspend, modify (subject to Commission approval) or ter- 
minate the Plan at any time. 


Participants will retain all voting rights relating to shares 
purchased under the Plan and credited to their accounts, and 
shares will be voted in accordance with the instructions of 
the participant to whose account they are credited. It is 
stated that no service charge or commission will be paid by 
participants in connection with purchases under the Plan. 
There may, however, be a brokerage fee payable in connec- 
tion with a transfer of shares to participants withdrawing 
from the Plan. 


Southern states that the transaction is excepted from the 
competitive bidding requirements of the Act by the virtue of 
Rule 50(a)(1). Since the number of shares which any 
shareholder may purchase under the Plan by reinvestment of 
cash dividends will be, like his dividend, proportionate to his 
holdings, the preemptive right of each shareholder will be 
maintained. Since optional cash payments will be applied to 
the purchase of shares only to the extent such common 
stock is offered to and not purchased by holders of shares of 
common stock with their cash dividends and at the same 
purchase price as offered to such holders, preemptive rights 
will have been satisfied as to such shares issued under the 
Plan. 


A statement of the expenses to be incurred in connection 
with the proposed transaction will be filed by amendment. It 
is stated that no State commission and no Federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE !S FURTHER GIVEN that any interested person 
may, not later than April 23, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by the filing which he desires to controvert; or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
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Washington, D. C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the applicants-declarants at the above-stated 
address, and proof of service (by affidavit or, in case of an at- 
torney at law, by certificate) should be filed with the request. 
At any time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as provid- 
ed in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive any 
notices or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19451/March 31, 1976 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 16103 


(70-5812) 


ORDER AUTHORIZING PROPOSED ISSUE AND SALE OF 
PREFERRED STOCK BY SUBSIDIARY THROUGH 
COMPETITIVE BIDDING AND ISSUE AND SALE OF 
COMMON STOCK BY SUBSIDIARY TO HOLDING 
COMPANY 


Ohio Edison Company (Ohio Edison’), an electric utility 
company and a registered holding company, and its electric 
utility subsidiary company, Pennsylvania Power Company 
(“Penn Power’), have filed an application-declaration, and 
amendments thereto, with this Commission pursuant to 
Sections 6(b), 9(a), 10, 12(c) and 12(f) of the Public Utility 
Holding Company Act of 1935 ("Act’’) and Rules 42, 43 and 
50 promulgated thereunder regarding the following pro- 
posed transactions. 


Penn Power proposes to issue and sell up to 80,000 shares 
of a new series of preferred stock, $100 par value 
(‘preferred stock’), by competitive bidding. The bids to be 
solicited will specify (i) the price of the preferred stock, 
which shall not be less than $100 nor more than $102.75 
per share, (ii) the dividend rate, which shall be a multiple of 
.04% and (iii) the amount to be paid as underwriting com- 
pensation if the purchaser or purchasers of the preferred 


stock propose to make a public offering thereof. 


Terms of the preferred stock may include provisions for a 
mandatory sinking fund to retire a certain number of shares 
annually beginning in 1981, subject to certain conditions. 
Terms of the sinking fund may also permit Penn Power, at its 
option, to retire an additional number of shares annually. 
Terms of the preferred stock will include a prohibition, until 
April 1, 1981, against refunding the issue with the proceeds 
of funds borrowed at a lower effective interest cost or de- 
rived from the issuance of other stock ranking, as to divi- 
dends or assets, prior to or on a parity with the preferred 
stock at a lower effective dividend cost. 


Penn Power also proposes to issue and sell to Ohio Edison, 
and Ohio Edison proposes to purchase from Penn Power, 
280,000 shares of its authorized but unissued common 
stock (“common stock’), par value $30 per share, for its 
aggregate par value of $8,400,000. 


Penn Power proposes to apply the proceeds from the sales 
of the preferred and common stock to pay for construction 
and acquisition of new facilities, to repay a portion of bank 
loans (estimated to aggregate $8,400,000 at the time of the 
sale of the common and preferred stock in April 1976) 
which were incurred for such purposes and to reimburse its 
treasury in part for funds expended for such purposes. 


The Pennsylvania Public Utility Commission has authorized 
the proposed transactions. No other state commission and 
no federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. Fees and ex- 
penses to be incurred in connection with the proposed sale 
of the preferred stock are estimated at $100,000, including 
legal expenses of $18,500, accountants’ fees of $16,000 
and printing expenses of $39,000. Fees of counsel for the 
successful bidder, to be paid by the successful bidder, are 
estimated at $11,000. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19416), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


iT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rules 24 and 50 promulgated under 
the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19452/March 31, 1976 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


(70-5806) 


ORDER AUTHORIZING PROPOSED ACQUISITION OF 
ELECTRIC DISTRIBUTION FACILITIES BY SUBSIDIARY 
OPERATING COMPANY 


Jersey Central Power and Light Company (“Jersey Central”), 
an electric utility subsidiary company of General Public 
Utilities Corporation, a registered holding company, has filed 
an application and amendments thereto with this Commis- 
sion pursuant to Sections 9(a)(1) and 10(a) of the Public 
Utility Holding Company Act of 1935 (’Act’’) regarding the 
following proposed transaction. 


Jersey Central proposes to acquire certain electric distribu- 
tion facilities, located within its franchised service .area, 
(“Distribution Facilities’) from Public Service Electric and 
Gas Company ("“PSE&G”) for the sum of $214,000. It is 
stated that the Distribution Facilities are carried on PSE&G’s 
books at about $206,172 and that the proposed considera- 
tion for the sale of the Distribution Facilities ($214,000) was 
determined through negotiation between Jersey Central and 
PSE&G. 


The Distribution Facilities have been used solely to provide 
electric service to the United States Government at Fort Dix, 
New Jersey, located within Jersey Central’s service area. 
Because Jersey Central was previously unable to supply 
electric power to Fort Dix from its own facilities, PSE&G, 
having extended its distribution facilities into Jersey Cen- 
tral’s service area, has been supplying power to Jersey Cen- 
tral for resale to Fort Dix. It is stated that Jersey Central has 
now completed facilities which, if combined with the 
Distribution Facilities, will enable it to serve Fort Dix directly. 


Accordingly, Jersey Central states that it desires to purchase 
the Distribution Facilities because they are needed in the 
operation of its utility business and that PSE&G desires to 
sell them because they have ceased to be useful in the 
operation of its utility business. It is anticipated that no 
transfer of customers and no change in rates will result from 
the proposed transaction. 


It is estimated that the fees and expenses to be incurred by 
Jersey Central in connection with the proposed transaction 
will be about $1,800, including legal fees of $1,600. The 
Board of Public Utility Commissioners of the State of New 
Jersey has approved the sale of the Distribution Facilities by 
PSE&G. No other state or federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tion. 


Due notice of the filing of said application has been given in 
the manner prescribed inRule 23 promulgated under the Act 
(HCAR No. 19398), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards of 
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the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application, as amended, be granted: 





IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application, as amended, 
be, and it hereby is, granted forthwith, subject to the terms 

and conditions prescribed in Rule 24 promulgated under the i 
Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authrity. 


George A. Fitzsimmons 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19453/March 31, 1976 ee 
In the Matter of 
GRANITE STATE ELECTRIC COMPANY 
MASSACHUSETTS ELECTRIC COMPANY 
THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY e €@ 
NEW ENGLAND ELECTRIC SYSTEM 3 
Westborough, Massachusetts 01581 | 
(70-5810) e: ! 
ORDER AUTHORIZING SHORT-TERM BORROWINGS BY ‘ 
SUBSIDIARY COMPANIES AND LOANS OF FUNDS BY @ @ 
PARENT TO VARIOUS SUBSIDIARIES AND GRANTING 
EXCEPTION FROM COMPETITIVE BIDDING | 
New England Electric System (“NEES”), a registered holding 
company, and Granite State Electric Company (‘Granite’), 
Massachusetts Electric Company (‘Mass Electric’), The - 1 . 
Narragansett Electric Company (‘Narragansett’), and New ee 
England Power Company ("NEPCO”), its subsidiary electric 
utility companies (“the borrowing companies’), have filed an j 
application-declaration and amendments thereto with this - } . 
Commission pursuant to Sections 6(a), 7, 9(a), 10 and 12 of 
the Public Utility Holding Company Act of 1935 (“Act”) and 
Rules 42, 43, 45 and 50 promulgated thereunder regarding 
the following proposed transactions. ) 
@ ®e@ 
The borrowing companies propose to issue through March } 
31, 1977, short-term promissory notes to certain 
designated banks and/or NEES, and Mass Electric and | 
NEPCO also propose to issue notes to dealers in commercial 
paper. The aggregate amount of notes of each borrowing 
company to be held by the lenders at any one time will not 
exceed $9,500,000 for Granite, $15,000,000 for Mass @ * 


Electric, $83,000,000 for NEPCO, and $6,000,000 for \ 
Narragansett. The maximum amounts of short-term j 
borrowings by Mass Electric and NEPCO from banks and 
NEES to be outstanding at any one time will be reduced by 
the amount of its commercial paper outstanding at that 








se 


time. Of the $83,000,000 proposed for NEPCO, the full 
amount would be used in the event that NEPCO is unable to 
issue First Mortgage Bonds during the fourth quarter of 
1976. If such bonds are sold, the aggregate short-term 
borrowings by NEPCO will not exceed $58,000,000. 


The proceeds of the proposed borrowings are to be used by 
Granite to pay its then outstanding notes payable to banks, 
dealers in commercial paper and/or to NEES at or prior to 
maturity thereof, and to provide the borrowing companies 
with new money for capital expenditures or reimburse their 
treasuries therefor. As of March 25, 1976, Granite had 
$7,300,000 short-term debt outstanding. The construction 
programs of the borrowing companies for 1976 and the first 
quarter of 1977 are estimated as follows: $1,950,000 for 
Granite, $39,700,000 for Mass Electric, $125,700,000 for 
NEPCO, and $14,200,000 for Narragansett. 


The proposed notes to banks and/or NEES will mature in 
less than one year from the date of issue and will be 
prepayable at any time, in whole or in part, without 
premium. The borrowing companies will maintain sufficient 
operating balances to meet the lending banks’ compen- 
sating balance requirements or in lieu thereof will pay fees to 
the banks equivalent to such compensating balance re- 
quirements. The notes to banks will bear interest at not in 
excess of the prime rate in effect at the time borrowings are 
made. The notes to NEES will bear interst at not in excess of 
the prime rate in effect at the time borrowings are made. If 
the operating balances were maintained solely to fulfill 
prevailing compensating balance requirements of about 10% 
to 20%, or fees equivalent thereto, the effective interest cost 
to the borrowing companies would be approximately 712% 
to 8.44% per annum, based on a prime rate of 6 3/4%. 


It is proposed that the borrowing companies may prepay 
their notes to NEES, in whole or in part, with borrowings 
from banks or from sale of commercial paper, or that their 
borrowings from banks may be prepaid, in whole or in part, 
with borrowings from NEES, or from the sale of commercial 
paper. In the event of borrowings from banks at a higher in- 
terest rate or the sale of commercial paper at a higher effec- 
tive interest cost, to prepay notes to NEES, NEES will credit 
the borrowers for any excess interest from the date of 
issuance of the new notes or commercial paper to the nor- 
mal maturity date of the notes to NEES being prepaid. 
Conversely, in the event of borrowing from NEES to prepay 
notes to banks, the interest rate of notes issued to NEES will 
be the lower of (1) the interest rate on the notes being 
prepaid or (2) the prime interest rate then in effect, but with 
respect to (1) only to the maturity date of the notes so 
prepaid, and thereafter at the prime interest rate in effect at 
the time the new notes are issued. 


Mass Electric and NEPCO propose to issue and sell commer- 
cial paper to Lehman Commercial Paper Incorporated 
(“Lehman”) and/or A. G. Becker & Co., Incorporated 
(“Becker”), dealers in commercial paper. The commercial 
paper will be issued during the period through March 31, 
1977, will have varying maturities of not more than 270 
days after the date of issue, will be sold in varying 
denominations of not less than $50,000 and not more than 
$1,000,000, and will not by their terms be prepayable prior 
to maturity. Such notes will be issued and sold by Mass 
Electric and NEPCO directly to Lehman and/or Becker at a 
discount which will not exceed the discount rate prevailing 


at the date of issuance for commercial paper of comparable 
quality and like maturity. The effective interest cost will not 
exceed the effective interest cost prevailing at the date of 
issue for borrowings from The First National Bank of Boston 
(First National’), except that in order to obtain maximum 
flexibility, commercial paper may be issued with a maturity 
of not more than 90 days from the date of original issue of 
the commercial paper if the effective costs are in excess of 
such effective interest cost from First National. 


Lehman and Becker, as principals, will reoffer the commer- 
cial paper at a discount rate not more than 1/8 fo 1% per an- 
num less than the prevailing discount rate to the issuer. The 
notes will be reoffered by Lehman and Becker to not more 
than 100 of their respective customers whose names appear 
on nonpublic lists prepared in advance by Lehman and 
Becker. It is expected that such commercial paper will be 
held to maturity by the purchasers from the dealers, but, if 
any such purchaser wishes to resell prior to maturity, 
Lehman or Becker, as the case may be, pursuant to an oral 
repurchase agreement, will repurchase the paper for resale 
to others on said lists of customers. 


Mass Electric and NEPCO request exception from the com- 
petitive bidding requirements of Rule 50 for the proposed 
issuance and sale of their commercial paper notes pursuant 
to Section (a)(5) thereof on the grounds that (a) the com- 
mercial paper to be issued will have maturities of not more 
than nine months, (b) the effective interest cost thereon will 
not exceed the effective interest costs at the time of issue 
for borrowings from The First National Bank of Boston, ex- 
cept that, in order to maintain maximum flexibility, commer- 
cial paper may be issued with maturities which in the 
aggregate do not exceed more than 90 days from the date of 
original issue of the commercial paper with an effective cost 
in excess of such effective interest cost, from The First 
National Bank of Boston, (c) the current rates for commer- 
cial paper for prime borrowers such as Mass Electric and 
NEPCO are readily ascertainable by reference to daily finan- 
cial publications and (d) it is not practical to publish in- 
vitations for bids for commercial paper. 


It is stated that there are no fees or commissions, other than 
a $2,000 filing fee, to be paid in connection with the pro- 
posed transactions and that incidental services in connec- 
tion with the proposed transactions will be performed, at 
cost, by New England Power Service Company. an affiliated 
service company; such cost is estimated not to exceed $200 
for each applicant-declarant, an aggregate of $1,000. 
Including their pro rata share of the filing fee, total expenses 
for each applicant-declarant will not exceed $600. 


The New Hampshire Public Utilities Commission has 
authorized the proposed issuance of short-term promissory 
notes by Granite and NEPCO. No other state commission 
and no federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said application-dcclaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19412), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is in the public interest and in the interest of investors 
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and consumers that said application-declaration, as amend- 
ed, be granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act, ex- 
cept certificates thereunder shall be files quarterly. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19454/March 31, 1976 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 


(70-5754) 


SUPPLEMENTAL ORDER RELEASING JURISDICTION 
AND AUTHORIZING PROPOSED ISSUE AND SALE OF 
COMMON STOCK PURSUANT TO DIVIDEND 
REINVESTMENT AND STOCK PURCHASE PLAN AND 
GRANTING EXCEPTION FROM COMPETITIVE BIDDING 


Ohio Edison Company (‘Ohio Edison”), an electric utility 
company and a registered holding company, has filed with 
this Commission post-effective amendments to its declara- 
tion, previously filed in this matter pursuant to Sections 6(a) 
and 7 of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50 promulgated thereunder, regarding the 
following proposed transaction. 


By order dated December 19, 1975 (HCAR No. 19306), this 
Commission permitted the declaration previously filed by 
‘Ohio Edison in this matter to become effective and thereby 
authorized Ohio Edison to amend its Articles of Incorpora- 
tion to eliminate the preemptive rights of shareholders 
whenever common stock is issued to Ohio Edison 
shareholders pursuant to a plan under which such 
shareholders can reinvest their dividends or amounts of cash 
in Ohio Edison common stock. This amendment was ap- 
proved by Ohio Edison shareholders at a special meeting on 
December 19, 1975. The December 19, 1975 order re- 
served jurisdiction over (1) all transactions proposed in the 
declaration other than the amendment of Ohio Edison’s 
charter, namely, the implementation of a new dividend 
reinvestment and stock purchase plan and the issue and 
sales of common stock pursuant thereto, and (2) the fees 
and expenses to be incurred by Ohio Edison in connection 
with the proposed transactions. 


Ohio Edison now proposes to issue and sell, from time to 
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time through April 30, 1977, up to 250,000 shares of its 
authorized but unissued common stock, par value $9 per 
share (“additional common stock’), pursuant to a Dividend 
Reinvestment and Stock Purchase Plan (’’Plan”) open to all 
of its common stockholders. It is stated that the purchase 
price of the additional common stock will at no time be less 
than par, and otherwise will be the average of the closing 
sale price for Ohio Edison common stock on the New York 
Stock Exchange during the five trading days ending with the 
investment date, which will be the last business day of each 
month (or ending with the next preceding day on which the 
New York Stock Exchange is open, if it is closed on the in- 
vestment date). Under the Plan, participating shareholders 
will be able to acquire shares of the additional common 
stock at the prevailing purchase price by (1) having the cash 
dividends on their shares of stock automatically reinvested, 
(2) continuing to receive the cash dividends and making op- 
tional cash payments of not less than $10 per payment up to 
maximum of $3,000 per quarter, or (3) investing both the 
cash dividends and such optional cash payments. 


It is anticipated that the Plan will be administered by Ohio 
Edison, which will hold the shares purchased through the 
Plan in its own name as agent for each participating 
stockholder until such time as a certificate. or certificates 
representing the shares credited to his Plan account are 
issued (either upon withdrawal from the Plan ot upon de- 
mand without withdrawal) in the stockholder’s name. Par- 
ticipating stockholders will retain all voting rights relating to 
shares credited to their Plan accounts, and whole shares will 
only be voted in accordance with the instructions of each 
stockholder to whose account they are credited. 


Ohio Edison intends that the Plan will replace the 
Systematic Investment Service (“existing plan’) of Bankers 
Trust Company, pursuant to which cash dividends and/or 
optional cash payments of participating stockholders are in- 
vested, through open market purchases, in Ohio Edison 
common stock. 


It is stated that the purposes of the Plan are to provide Ohio 
Edison stockholders with a method of acquiring additional 
shares of common stock at a price equal to market value 
without payment of any brokerage commissions or service 
charges, which are necessarily incurred under the existing 
plan, and to provide Ohio Edison with additional funds, since 
the proceeds from pruchases under the Plan will flow direct- 
ly to Ohio Edison rather than into the open market as under 
the existing plan. It is anticipated that the proceeds from the 
issuance of the additional common stock will be applied to 
(i) construct, complete, extend, renew or improve Ohio 
Edison’s facilities, (ii) improve its services, (iii) reduce its un- 
secured short-term debt, or (iv) reimburse its treasury for ex- 
penditures made for such purposes. 


Ohio Edison considers that the issue and sale of the ad- 
ditional common stock through the reinvestment of 
dividends is expected from the competitive bidding re- 
quirements of Rule 50 by virtue of paragraph (a)(1) of that 
rule. Also, Ohio Edison requests that the issue and sale of 
the additional common stock pursuant to the optional cash 
payment feature of the Plan b excepted from the competitive 
bidding requirement by virtue of a finding by this Commis- 
sion under Rule 50(a)(5). 


The fees and expenses to be incurred by Ohio Edison in con- 

















nection with the proposed transaction are estimated to be 
about $75,500 including legal fees of $18,000 and accoun- 
tants; fees of $5,000. The Public Utilities Commission of 
Ohio has authorized the proposed issue and sale of the ad- 
ditional common stock. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective amendment to 
the declaration previously filed in this matter has been given 
in the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19415), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT [S FURTHER ORDERED that the jurisdiction heretofore 
reserved with respect to (1) the issue and sale of common 
stock pursuant to a dividend reinvestment and stock 
purchase plan and (2) the fees and expenses to be incurred 
by Ohio Edison in connection with the proposed transactions 
be released. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19455/March 31, 1976 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 15907 


(70-5339) 


SUPPLEMENTAL ORDER AUTHORIZING EXTENSION OF 
TIME TO EFFECT AMENDMENT OF FIRST MORTGAGE 
INDENTURE 


Pennsylvania Electric Company (‘‘Penelec’’), an electric utili- 
ty subsidiary company of General Public Utilities Corpora- 
tion, a registered holding company, has filed a post-effective 
amendment to the declaration previously filed in this 
proceeding with this Commission pursuant to Sections 6(a), 
7 and 12(e) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rules 24(c)(3), 62 and 65 promulgated 


thereunder regarding the following proposals. 


By orders dated July 18, 1973 and May 30, 1975 (HCAR 
Nos. 18035 and 19018), this Commission authorized 
Penelec to amend two provisions of its First Mortgage 
Indenture and Deed of Trust dated as of January 1, 1942, 
between Penelec and Bankers Trust Company, as heretofore 
supplemented and amended by thirty Supplemental Inden- 
tures (“Indenture”). The two amendments concerned (1) the 
elimination of the covenant which provides that Penelec will 
duly observe and conform to all valid requirements of any 
governmental authority relative to any mortgaged property 
and (2) bondable property additions. The affirmative vote of 
the holders of 75% in principal amount of the first mortgage 
bonds outstanding is required for approval of each of the 
proposed amendments to the Indenture. Penelec was to 
enter into a supplemental indenture regarding the two 
amendments no later than March 31, 1976. 


The bondable property additions amendment was approved 
at a Bondholders meeting on December 29, 1975, and the 
thirty-second supplemental indenture dated as of December 
1, 1975, became effective. 


Penelec now requests an extension from March 31, 1976, 
to September 30, 1976, during which it may enter into a 
supplemental indenture amending the elimination of the 
covenant provision. 


The Pennsylvania Public Utility Commission has authorized 
the proposed amendments of the Indenture. No other state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposals. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
declaration, as amended by said post-effective amendment, 
be permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended 
by said post-effective amendment, be, and it hereby is, per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19456/March 31, 1976 


In the Matter of 
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CENTRAL POWER AND LIGHT COMPANY 
P. O. Box 2121 
Corpus Christi, Texas 78403 


(70-5769) 


NOTICE OF PROPOSED ACQUISITION OF INTERESTS IN 
FUEL EXPLORATION AND DEVELOPMENT ACTIVITIES 


NOTICE IS HEREBY GIVEN that Central Power and Light 
Company ("CPL"), an electric utility subsidiary company of 
Central and South West Corporation, a registered holding 
company, has filed an application and amendment thereto, 
with this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act’’) designating Sections 9(a) and 
10 of the Act as applicable to the following proposed trans- 
action. All interested persons are referred to the applica- 
tion, as amended, which is summarized below, for a com- 
plete statement of the proposed transaction. 


CPL owns and operates eight steam electric generating 
stations in Texas. All of these plants were designed and con- 
structed to use natural gas as their primary source of fuel. 
Most units have been equipped to burn oil during periods of 
gas curtailment. During the 12 month period ending 
September 30, 1975, fuel oil burned during such gas curtail- 
ment accounted for .2% of CPL’s generation. CPL also plans 
to install a 550 Mw coal fired plant to be in operation by 
1980. CPL states that it has been negotiating with various 
coal suppliers in an attempt to obtain the necessary coal for 
this unit. 


CPL states that it has experiences disruption of its fuel sup- 
ply from its largest single contract gas supplier. CPL further 
states that it has been difficult to arrange for adequate long- 
term supply contracts for fuel from traditional sources and it 
therefore initiated a program of securing a supplemental 
source of fuel under CPL’s direct control. 


CPL states that it initiated such a gas and oil exploration and 
development program in February 1974. From initiation of 
the program in 1974 through December 31, 1975, CPL 
states that it has spent approximately $3,093,640 on 
oil and gas exploration and development projects and 
$105,000 on an unsuccessful uranium project which has 
been terminated. As of December 31, 1975, 23 wells had 
been drilled, 12 of which were productive and 11 of which 
were dry holes. Two of the productive gas wells have been 
evaluated as having estimated reserves of 3,600,000 Mcf. 
The remaining ten producing wells are being evaluated to 
determine their estimated reserves. Ownership of the wells 
is shared with various other parties. CPL has spent approxi- 
mately $416,000 for leasehold acquisition and presently has 
interests in approximately 17,531 gross acres. 


CPL proposes to continue and expand its fuel exploration 
and development activities. These activities may include 
further acquisition of leasehold interests and surface titles, 
disposition of interests not deemed attractive or appropriate, 
geological evaluation and testing, drilling of exploratory and 
development wells, operation of wells or mines and other 
ventures. CPL also proposes to enter into future activities 
through joint ventures, partnerships or other common enter- 
prises and these may involve farm-ins, farm-outs, bottom- 
hole or dry-hole contributions and other transactions of the 
sort customarily engaged in during acquisition, exploration 
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and development of oil, gas, coal, lignite or uranium 
leasehold properties. 


CPL requests authority, to the extent required under the Act, 
for the future acquisition of interests relating to fuel explora- 
tion and development activities to the extent of an invest- 
ment of $6,977,000 through 1976. Of this investment, CPL 
had budgeted (i) $3,042,000 for CPL’s share of exploration 
and development expenditures to be made through a CSW 
fuel subsidiary, the organization of which would be the 
subject of a separate filing with this Commission; (ii) 
$2,600,000 to be invested in lignite reserves in Texas and 
(iii) $1,335,000 to be invested in oil and gas ventures. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses to be incurred in 
connection with the proposed transaction are estimated at 
$5,000, including legal fees of $2,500. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 26, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact of 
law raised by said application, as amended, which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant at the above- 
stated address, and proof of service (by affidavid or, in case 
of an attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application, as 
amended, or as it may be further amended, may be granted 
as provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19457/March 31, 1976 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44701 


(70-5689) 
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NINTH INTERIM ORDER AUTHORIZING ISSUE AND SALE 
OF NOTES TO BANKS AND TO A DEALER IN 
COMMERCIAL PAPER 


Ohio Power Company (‘Ohio’), an electric utility subsidiary 
company of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, has filed an applica- 
tion and amendments thereto with this Commission pur- 
suant to Section 6(b) of the Public Utility Holding Company 
Act of 1935 (‘Act’) and Rule 50(a)(5) promulgated 
thereunder regarding the following proposed transactions. 


Ohio requested authorization pursuant to Section 6(b) of the 
Act for the issue and sale of short-term debt obligations not 
to exceed $270,000,000 outstanding at any one time dur- 
ing the period ending June 30, 1976. Ohio also requested 
exception from the competitive bidding requirements of Rule 
50 with respect to commercial paper included in the re- 
quested authorization. 


Ormet Corporation objected to the proposal and requested a 
hearing thereon. By order of September 5, 1975 (HCAR No. 
19157), this Commission ordered a hearing, which hearing 
was held December 3-5, 1975. Briefs in this proceeding 
were filed on January 30, 1976, and reply briefs were filed 
on February 24, 1976. 


The Commission has entered interim orders authorizing Ohio 
to incur short-term borrowings (June 30, 1975, July 31, 
1975, August 29, 1975, October 1, 1975, October 31, 
1975, November 26, 1975, December 31, 1975 and 
February 25, 1976 (HCAR Nos. 19070, 19106, 19151, 
19195, 19231, 19262, 19322 and 19403)). Ohio's present 
authorization covers borrowings to March 31, 1976, in an 
aggregate principal amount not to exceed $193,000,000 
outstanding at any one time. 


Ohio has filed by amendment a request for further interim 
relief through June 30, 1976 or the final order of the Com- 
mission in this proceeding, whichever is earlier, in an 
aggregate principal amount not to exceed $190,000,000 
outstanding dt any one time. Such amount will be reduced 
during this period by proceeds of any offerings of any 
securities and by equity investments of AEP. Such request is 
supported by statements as to its estimated expenditures 
and sources of funds. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied, and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that, during 
the pendency of this proceeding, said application, as amend- 
ed, be granted in part: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and the rules thereunder, that Ohio be, and it hereby is, 
authorized effective forthwith, to incur short-term 
borrowings in an aggregate principal amount not to exceed 
$190,000,000 outstanding at any one time through June 
30, 1976 or the final order of the Commission in this 
proceeding, whichever is earlier, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the Act. 
Such maximum amount shall be reduced by the proceeds of 
sale of securities by Ohio Power, including capital con- 
tributions by its parent. 


IT 1S FURTHER ORDERED, that jurisdiction be, and it 
hereby is, reserved to grant the further relief applied for in 
whole or in part. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF.1935 
Release No. 19458/March 31, 1976 


In the Matter of 


MAINE YANKEE ATOMIC POWER COMPANY 
9 Green Street 
Augusta, Maine 04330 


(70-5805) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES AND 
ISSUE OF GUARANTEES BY JOINTLY-OWNED 
SUBSIDIARY COMPANY, REQUEST FOR EXCEPTION 
FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Maine Yankee Atomic 
Power Company ("Maine Yankee”), an electric utility and in- 
direct subsidiary company of both New England Electric 
System and Northeast Utilities, both registeréd holding 
companies, has filed an application, and amendments 
thereto, pursuant to the Public Utility Holding Company Act 
of 1935 (Act’’) designating Section 6(b) of the Act and 
Rule 50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are referred to 
the application, as amended, which is summarized below, 
for a complete statement of the proposed transactions. 


Maine Yankee proposes to issue up to $35,000,000 
aggregate principal amount of promissory notes (“‘notes’’) to 
MYA Fuel Company (“Fuel Company”), a subsidiary of BSC 
Inc. (“BSC’). BSC is a New York Corporation owned by a 
partnership composed of partners of Goldman, Sachs & Co. 
The proceeds of the notes are to be used (i) to finance the 
acquisition of a portion of the nuclear fuel required to 
operate the Maine Yankee nuclear generating plant at 
Wiscasset, Maine, and (ii) to repay bank indebtedness in- 
curred by Maine Yankee, including up to $21,000,000 of 
bank debt incurred to finance the payment at maturity of 
Maine Yankee’s 7 1/2% debentures due March 1, 1976 
(issuance of such debt being authorized by order dated 
February 27, 1976, HCAR No. 19408). As of March 26, 
1976, Maine Yankee had $13,600,000 in short-term bank 
loans outstanding. 


The notes will be issued pursuant to a loan agreement (“loan 
agreement”) between the Fuel Company and Maine Yankee. 
The loan agreement provides that Fuel Company will loan 
Maine Yankee up to $35,000,000 from time to time over a 
period of at least five years. The period during which Fuel 
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Company may make such loans may be extended beyond 
the initial five year period until 2002, subject to certain con- 
ditions. The notes will bear a stated maturity of 2002, but 
the notes will also become due and payable (i) upon the ex- 
piration of the term of the loan agreement, or (ii) 270 days 
after termination of the loan agreement by reason of certain 
events specified in the joan agreement. The notes may be 
prepaid at any time in whole or in part without premium or 
penalty. 


Maine Yankee will also enter into a security agreement 
(“security agreement”) with the Fuel Company concurrently 
with execution of the loan agreement. The security agree- 
ment provides that Maine Yankee mortgages, pledges and 
assigns a continuing security interest to Fuel Company in (i) 
certain nuclear fuel, as defined in the loan agreement, (ii) 
Maine Yankee’s rights to receive and collect certain monthly 
payments under certain Capital Funds Agreements, as de- 
fined in the loan agreement. The security agreement states 
that such security interest is to be collateral security for the 
payment by Maine Yankee of all obligations incurred by 
Maine Yankee under the loan agreement. 


The notes will bear interest m an amount equal to the Fuel 
Company's interest costs and other costs and expenses in- 
curred by Fuel Company in connection with its loans to 
Maine Yankee plus 1/8 of 1% per annum of the aggregate 
principal amount of notes outstanding from time to time. 
The Fuel Company will finance its loans to Maine Yankee by 
the sale of the Fuel Company's commercial paper through 
Goldman, Sachs & Co., for which service the latter will 
receive a discount of 1/8 of 1% per annum. Such commer- 
cial paper will be supported by letters of credit under a credit 
agreement (‘credit agreement’) between Fuel Company and 
Manufacturers Hanover Trust Company (“‘bank’’). The initial 
term of the credit agreement will be 5 years, but it may be 


extended until 2002 under provisions similar to those 
governing the loan agreement. The bank will charge a fee of 
1 1/4% per annum on the average principal amount com- 
mitted by the bank under its outstanding letters of credit. It 
is stated that the effective cost of the notes to Maine Yankee 
would be approximately 6.9% per annum, assuming Fuel 
Company finances the purchase of the notes entirely by the 
sale of commercial paper yielding 5.50%. 


The credit agreement also authorizes Fuel Company to make 
direct borrowings from the bank so long as the aggregate 
principal amount of the outstanding letters of credit and 
direct borrowings does not exceed $35,000,000. The bank 
will charge a commitment fee of 1/8 of 1% per annum on 
the excess of the maximum credit available under the credit 
agreement over the aggregate of (i) the amount of commer- 
cial paper outstanding and (ii) the amount of direct 
borrowings by Fuel Company. The annual interest rate on 
direct borrowings wil! be 125% of the base rate (‘base rate’’) 
in effect at the bank from time to time. The base rate will be 
the higher of the rate of interest charged by the bank on cer- 
tain commercial loans (‘prime rate’) or the average rate for 
certain commercial paper. Assuming Fuel Company financed 
purchase of $35,000,000 in notes entirely through bank 
borrowings based on a prime rate of 6 3/4%, the effective 
cost of the notes would be 8.44%. 


Maine Yankee further proposes to execute a guarantee of (i) 
the obligations of Fuel Company to make payments under 
the credit agreement and (ii) the payment of commercial 
paper which Fuel Company issues pursuant to the loan 
agreement. 


Maine Yankee’s capitalization at November 30, 1975, and 
after giving effect to the sale of the notes is as follows: 


CAPITALIZATION AND CAPITALIZATION RATIOS 





Outstanding 











Actual Pro Forma 

Amount % Amount % 
Common Equity $ 67,984,806 28.6 $ 67,984,806 27.4 
Preferred Stock 15,000,000 6.3 15,000,000 6.1 
First Mortgage Bonds 125,423,317 52.9 125,423,317 50.6 
Nuclear Fuel Notes -O- 35,000,000 14.1 
Notes Payable to Banks 
& Current Maturities 
of Long-Term Debt 28,989,000 i222 4,289,000 1.8 





Total $237,397,123 
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Maine Yankee has sinking fund provisions applicable to its 
Series A, B and C First Mortgage Bonds. These sinking fund 
payments will aggregate $4,775,000 annually through the 
year 2001. Maine Yankee has only one nuclear generating 
plant and no additional generating facilities are planned by 
Maine Yankee. 


Maine Yankee requests an exception from the competitive 
bidding requirements of Rule 50 under the Act pursuant to 
Rule 50(a)(5) for the sale of its notes to Fuel Company. 


It is stated that the Maine Public Utilities Commission has 
jurisdicticn over the proposed transactions and that no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. Fees and expenses to be incurred in connection with 
the proposed transactions will be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 26, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said application, as amended, which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application, as 
amended, or as it may be further amended, may be granted 
as provided ir Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exception from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19459/April 1, 1976 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


(70-5690) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND SALE 
OF NOTES TO BANKS 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, and Appalachian Power Com- 
pany (“Appalachian”), Indiana & Michigan Electric Company 
(“1&M"'), and Ohio Power Company (“Ohio”), its subsidiary 
electric utility companies, have filed with this Commission a 
post-effective amendment to the application-declaration 
previously filed in this matter pursuant to Sections 6(b), 9, 
10, and 12 of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rule 50 promulgated thereunder regard- 
ing the following proposed transaction. 


By order dated June 30, 1975 (HCAR No. 19067), this 
Commission, among other things, authorized the issuance 
and sale of short-term notes by AEP to seven banks in an 
aggregate amount up to $102,000,000 outstanding at any 
one time. At the time of said order, the maximum amount of 
short-term indebtedness which AEP could incur at any one 
time could not exceed $175,000,000. 


AEP now proposes to revise the list of banks from which 
borrowings may be effected and to increase the maximum 
available short-term debt credit to $105,000,000, by adding 
to the list of banks United Bank of Virginia, Richmond, 
Virginia, which will make available to AEP short-term credit 
up to $3,000,000. 


The notes will be issued from time to time prior to June 30, 
1976, as funds are required, provided that none of the notes 
would mature later than December 31, 1976. The notes will 
be dated as of the date of the borrowing which they 
evidence, will mature not more than 270 days from the date 
of issue or reissue thereof, will bear interest not greater than 
the prime rate of commercial banks at the time of issuance 
and will be prepayable at any time without premium or 
penalty. AEP will be required to maintain compensating 
balances of 10% of the bank lines made available by such 
banks and additional compensating balances of 10% of the 
amount of any borrowings. If the full amount were borrowed 
from the banks, the effective interest cost to AEP, based on 
a prime commercial rate of 6 3/4%, would be 8.44%. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tion. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is in the public interest and in the in- 
terest of investors and consumers that said application- 
declaration, as amended by said post-effective amendment, 
be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended by said post-effective amendment, be, and it 
hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions prescribed in 
Rule 24 under the Act. 


For the Commission, by the Division of Corporate Regulation 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9220/March 26, 1976 


In the Matter of 


MARATHON SECURITIES CORPORATION 
20 Exchange Place 
New York, New York 10005 


(812-3779) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM PROVISIONS OF 
SECTION 10(a); SECTION 16(a); RULES 17g-1(d), 17g- 
1(e) AND 17g-1(g); SECTIONS 30(a), 30(b), 30(c), 30(d) 
AND 30(e) AND RULES 30a-1, 30a-2, 30b1-1, 30b2-1 
AND 30d-1 THEREUNDER; AND SECTION 32(a) 


On February 26, 1976, a notice was issued (Investment 
Company Act Release No. 9178) of the filing of an applica- 
tion by Marathon Securities Corporation (‘Applicant’), a 
closed-end investment company registered under the 
Investment Company Act of 1940 (‘‘Act’’), pursuant to Sec- 
tion 6(c) of the Act for an order exempting Applicant from 
certain provisions of Section 10(a); Section 16(a); Rules 
17g-1(d), 17g-1(e) and 17g-1(g); Sections 30(a), 30(b), 
30(c), 30(d) and 30(e) and Rules 30a-1, 30a-2, 30b1-1, 
30b2-1 and 30d-1 thereunder; and Section 32(a), to reduce 
Applicant’s expenses incurred in connection with its ongoing 
liquidation and dissolution as a registered investment com- 
pany. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemptions is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


Accordingly, 

IT IS ORDERED, pursuant to Section 6(c) of the Act, that the 
application for certain exemptions from the aforesaid 
provisions of the Act and rules thereunder be, and it hereby 
is, granted, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Release No. 9221/March 29, 1976 
SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12277/March 29, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release 9222/March 29, 1976 


In the Matter of 


FIRST CALIFORNIA FUND, INC. 
c/o Rives, Bonyhadi & Drummond 
920 Southwest Sixth Avenue 
Portland, Oregon 97204 


(811-1625) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


First California Fund, Inc. (Applicant), an open-end, diver- 
sified management investment company registered under 
the Investment Company Act of 1940 (‘Act’), filed an 
application on November 24, 1975, and an amendment 
thereto on February 17, 1976, pursuant to Section 8(f) of 
the Act for an order of the Commission declaring that Appli- 
cant has ceased to be an investment company as defined in 
the Act. 


On February 27, 1976, a notice (Investment Company Act 
Release No. 9181) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that Appli- 


cant has ceased to be an investment company. Accordingly, 


IT IS IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of First California Fund, Inc., shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9223/March 29, 1876 


In the Matter of 
CONSULTANT’S MUTUAL INVESTMENTS, INC. 


1500 Walnut Street 
Philadelphia, Pennsylvania 19102 
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(811-1189) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


Consultant's Mutual Investments, Inc. (‘Applicant’), an 
open-end, diversified management investment company 
registered under the Investment Company Act of 1940 
(“Act’’), filed an application on January 26, 1976, pursuant 
to Section 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. 


On February 25, 1976, a notice (Investment Company Act 
Release No. 9174) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated than an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


iT 1S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Consultant's Mutual 
Investments, Inc. shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9224/March 29, 1976 


In the Matter of 
SECURITY BENEFIT LIFE INSURANCE COMPANY 
and 


SBL VARIABLE ANNUITY ACCOUNT 
700 Harrison Street 
Topeka, Kansas 66636 


(812-3919) 


NOTICE OF APPLICATION FOR AN ORDER PURSUANT 
TO SECTION 11 OF THE ACT APPROVING AN EXCHANGE 
OFFER 


NOTICE IS HEREBY GIVEN that Security Benefit Life In- 
surance Company (‘SBL”), a mutual life insurance company 
organized under the laws of the State of Kansas, and SBL 
Variable Annuity Account ("VAA”), a separate account of 
SBL registered as a unit investment trust under the Invest- 
ment Company Act of 1940 (‘Act’) (hereinafter referred to 


as ‘Applicants”), filed an application on February 25, 1976 
and an amendment thereto on March 22, 1976 pursuant to 
Section 11 of the Act for an order on behalf of Applicants 
approving an offer of exchange. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations contained therein which 
are summarized below. 


VAA was established by SBL pursuant to the laws of the 
State of Kansas in connection with the issuance of group 
and individual variable annuity contracts (‘Variable Con- 
tracts”) to certain persons who qualify for tax-deferred 
benefits under the Internal Revenue Code of 1954, as 
amended. 


All variable contracts may have combined fixed and variable 
benefits. The contractowner makes payments to SBL which, 
after deduction of sales and administrative expenses, are 
allocated to VAA or to SBL’s general account. Payments 
allocated to VAA represent, at the option of the contract- 
owner, variable accumulation units (“units”) of Series E 
Variable Contracts or Series | Variable Contracts. Assets 
equivalent to reserves for Series E Variable Contracts are in- 
vested in shares of Security Equity Fund, Inc. and assets 
equivalent to reserves for Series | Variable Contracts are in- 
vested in shares of Security Investment Fund, Inc. 
Applicants propose that subsequent to April 30, 1976, con- 
tractowners may elect to allocate payments to VAA for 
variable accumulation units (“units”) of Series B Variable 
Contracts. Assets equivalent to reserves for Series B 
Variable Contracts will be invested in shares of Security 
Bond Fund, Inc. Security Equity Fund, Inc., Security Invest- 
ment Fund, Inc., and Security Bond Fund, Inc. (hereinafter 
referred to as the Funds”) are registered under the Act as 
diversified, open-end management investment companies. 


Section 11(a) of the Act provides that it shall be unlawful for 
any registered open-end company or any principal un- 
derwriter for such company to make, or cause to be made, 
an offer to the holder of a security of such company or of any 
other open-end investment company to exchange his securi- 
ty for a security in the same or another such company on any 
basis other than the relative net asset values of the respec- 
tive securities to be exchanged, unless the terms of the offer 
have first been submitted to and approved by the Commis- 
sion. Section 11(c) provides that, irrespective of the basis of 
exchange, the provisions of Section 11(a) shall be applicable 
to any type of offer of exchange of the securities of a 
registered unit investment trust for the securities of any 
other investment company. 


Applicants previously received a Commission Order (Invest- 
ment Company Act Release No. 6941 (January 14, 1972)) 
permitting an offer of exchange pursuant to Section 11 of 
the Act and, pursuant thereto presently offer the owners of 
Series E Variable Contracts the right to exchange their units 
for units of Series | Variable Contracts, and offer the owners 
of Series | Variable Contracts the right to exchange their 
units for units of Series E Variable Contracts at any time dur- 
ing the accumulation period but not more often than once a 
year, with one additional exchange within not less than nine- 
ty days prior to retirement without regard to the one-year 
limitation. All such exchanges are made on the basis of the 
relative net asset values of the respective units, which are 
equal to the net asset values of the respective underlying 
Fund shares at the time such exchanges are made. The 
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Applicants now propose to expand this offer of exchange to 
include Series B Variable Contracts and to permit a con- 
tractowner to hold or exchange units in one or more Series 
of Variable Contracts. As is now proposed, the owner of one 
of the three series of Variable Contracts will have the right to 
elect to exchange all or any part of his units for units in 
either of the other two series of Variable Contracts at any 
time during the accumulation period, but such exchange 
privilege may not be exercised more often than once each 
year, with one additional! election permitted within not less 
than ninety days prior to retirement without regard to the 
one-year limitation. 


Applicants assert that the proposed exchanges of units of 
one of the three series of Variable Contracts for units of one 
or both of the other two series are not different, in principle, 
as far as the application of Section 11 is concerned, from the 
present right of contractowners to exchange their units of 
Series E and Series | Variable Contracts which was previous- 
ly permitted by the Commission. Accordingly, Applicants 
request an order of the Commission to permit an exchange 
of units as described above, subject to the limitations 
hereinbefore specified. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 23, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues, if any, of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Applicants at the address stated above. 
Proof of such service (by affidavit or in the case of an 
attorney-at-law by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule O-5 of 
the Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of course 
following April 23, 1976, unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9225/March 30, 1976 


In the Matter of 


HOME LIFE INSURANCE COMPANY 
HOME LIFE SEPARATE ACCOUNT C 
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and 


HOME LIFE SEPARATE ACCOUNT D 
253 Broadway 
New York, New York 10007 


(812-3916) 


NOTICE OF APPLICATION FOR AN ORDER PURSUANT 
TO SECTION 6(c) OF THE ACT GRANTING EXEMPTION 
FROM SECTION 27(a)(3) OF THE ACT AND RULE 27a-2 
THEREUNDER 


NOTICE IF HEREBY GIVEN that Home Life Insurance Com- 
pany ("Home Life’), a New York mutual life insurance com- 
pany, Home Life Separate Account C (Account C”) and 
Home Life Separate Account D (‘Account D”’), separate ac- 
counts of Home Life registered under the Investment Com- 
pany Act of 1940 (‘Act’) as unit investment trusts 
(hereinafter collectively referred to as ‘“Applicants’’), filed an 
application on February 20, 1976, and an amendment 
thereto on March 26, 1976, pursuant to Section 6(c) of the 
Act for an order of the Commission granting exemption from 
the provisions of Section 27(a)(3) of the Act and Rule 27a-2 
thereunder. All interested persons are referred to the 
application on file with the Commission for a statement of 
the representations therein, which are summarized below. 


Accounts C and D were established as facilities for issuing 
certain variable annuity contracts. All amounts allocated to 
the Accounts are invested in shares of Home Life Equity 
Fund, Inc. (“Fund”), a diversified, open-end investment com- 
pany registered under the Act. The individual variable annui- 
ty contracts participating in Account C are designed to 
provide retirement annuity benefits in connection with (1) 
annuity purchase plans adopted by public school systems 
and certain tax-exempt organizations pursuant to Section 
403(b) of the Internal Revenue Code of 1954 ("Code”’) and 
(2) individual retirement accounts or annuities pursuant to 
Section 408 of the Code. Contracts participating in Account 
D are designed to provide retirement annuity benefits where 
special tax treatment is not available. 


Under the periodic purchase payment contracts currently 
offered by Home Life for participation in Accounts C and D, 
a sales charge of 6%4% is deducted from each purchase pay- 
ment. An administrative charge at a rate of $15 a year anda 
collection fee of $1 are also deducted from each purchase 
payment. Under the single purchase payment contracts 
currently offered by Home Life, the sales charge is 5% for 
amounts ranging from $2000 to $50,000 (scaling down for 
amounts in excess thereof), and the administration charge is 
$25.00. In addition, any applicable premium taxes are 
deducted from purchase payments. 


The periodic purchase payment contracts offered by Home 
Life specify an initial annual rate of purchase payments, 
which may be payable in monthly, quarterly, semi-annual or 
annual installments as selected by the contract owner 
(hereinafter “contract rate’). Actual purchase payments 
made in any contract year may vary from the contract rate 
subject to a maximum of three times the contract rate, or 
such higher amount as may be agreed to by Home Life, and 
a minimum of $240.00. Home Life proposes to reduce to 
5% the sales charge deducted from that portion of each 
purchase payment under a periodic purchase payment con- 
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tract which is at least $2,000 more than an installment pay- 
ment made at the contract rate. Applicants state that the 
purpose of the proposed reduction is to make the sales 
charge provided under single purchase payment contracts 
for amounts ranging from $2,000 to $50,000 applicable to 
that portion of a payment under a periodic payment contract 
which exceeds a payment at the contract rate by an amount 
equal to or in excess of the $2,000 minimum payment 
currently required for the purchase of a single purchase pay- 
ment contract. 


Applicants represent that if at some future time Home Life 
should change the minimum payment required for the 
purchase of a single purchase payment contract, periodic 
purchase payment contracts issued thereafter will be 
modified so as to make the reduced load applicable to that 
portion of each payment exceeding a payment at the con- 
tract rate by an amount equal to or in excess of the new 
minimum for single purchase payment contracts. 


Section 27(a)(3) of the Act makes it unlawful for any 
registered investment company issuing periodic payment 
plan certificates, or for any depositor of ‘or underwriter for 
such company, to sell any such certificates if the amount of 
sales load deducted from any one of the first 12 monthly 
payments exceeds proportionately the amount deducted 
from any subsequent payment exceeds proportionately the 
amount deducted from any other such payment or if the 
amount of sales load deducted from any subsequent pay- 
ment. Rule 27a-2 provides, in pertinent part, that a 
registered separate account, and any depositor of or un- 
derwriter for such account, shall be exempt from Section 
27(a)(3) provided that the proportionate amount of sales 
load deducted from any payment during the contract period 
shall not exceed the proportionate amount deducted from 
any prior payment during the contract period. 


Applicants state that the proposed sales load schedule 
would result in subsequent payments not exceeding a pay- 
ment at the contract rate by at least $2,000 being subject to 
a sales load deduction exceeding proportionately the sales 
load deducted from a prior payment which exceeded a pay- 
ment at the contract rate by $2,000 or more. Accordingly, 
Rule 27a-2 would not be applicable and the uniformity of 
deduction provisions of Section 27(a)(3) would be violated. 
Therefore, Applicants request an exemption from Section 
27(a)(3) and Rule 27a-2 to the extent necessary to permit a 
sales load schedule which provides for a reduction in sales 
load for that portion of a purchase payment under a periodic 
purchase payment contract which exceeds a payment at the 
contract rate by an amount equal to or in excess of the 
minimum payment required for the purchase of single 
purchase payment contracts being issued at the time the 
periodic purchase payment contract was issued. 


Applicants state that the proposed reduction in load is 
designed to put the purchaser of a periodic purchase pay- 
ment contract in as favorable a position as he would be in if 
he were to apply the portion of a payment exceeding a pay- 
ment at the contract rate to the purchase of a single 
purchase payment contract. Absent such reduction, accord- 
ing to Applicants, owners of periodic purchase payment con- 
tracts intending to make a payment at least $2,000 more 
than a payment at the contract rate might prefer to purchase 
a single purchase payment contract with such excess 
amount in order to obtain the lower sales charge. Applicants 


state that issuing one or more additional contracts to the 
same contract owner for the sole purpose of making a 
reduced load available to such owner is inconvenient to both 
Home Life and such owner, and in Applicants’ view no 
useful purpose is served thereby. 


Applicants assert that Section 27(a)(3) was designed to 
lessen losses which might be incurred upon early termina- 
tion of periodic payment certificates involving front-end load 
arrangements. Applicants represent that the sales load 
deduction schedule does not exceed the statutory limitation 
of 9% nor involve a front-end load arrangement and it cannot 
lead to the abuses intended to be curbed by Section 
27(a)(3). Applicants further state that the circumstances in 
which the lower sales load is applicable are sufficiently dis- 
tinct that it is unlikely that any person will be misled or con- 
fused. 


Section 6(c) of the Act provides, in pertinent part, that the 
Commission may conditionally or unconditionally exempt 
any person, security or transaction, or any class or classes of 
persons, securities or transactions, from any provisions of 
the Act or from any rule or regulation under the Act, if and to 
the extent that such exemption if necessary or appropriate in 
the public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 26, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues, if any, of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. Proof 
of service (by affidavit, or in case of an attorney at law, by 
certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following April 26, 
1976, unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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‘In the Matter of 


FIDELITY EXCHANGE FUND 
(A Nebraska Limited Partnership) 
35 Congress Street 

Boston, Massachusetts 02109 


(812-3900) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTIONS FROM 
SECTIONS 2(a)(3), 2(a)(19), 18(f), AND 22 (e) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Fidelity Exchange Fund (A 
Nebraska Limited Partnership) (the “Fund’’), an open-end, 
diversified, management investment company registered un- 
der the Investment Company Act of 1940 (the ‘Act”’), filed 
an application on January 23, 1976, and amendments 
thereto on February 13, 1976, March 5, 1976, and March 
17, 1976, for an order of exemption, pursuant to Section 
6(c) of the Act, from certain provisions of Sections 2(a)(3), 
2(a)(19), 18(f), and 22(e) of the Act. All interested persons 
are referred to the application on file with the Commission 
for a statement of the representations contained therein, 
which are summarized below. 


On December 22, 1975, the Fund filed its Certificate and 
Agreement of Limited Partnership under the Uniform 
Limited Partnership Act of Nebraska (the “Nebraska 
Partnership Act’). The Fund states that it will file a Restated 
Certificate and Agreement of Limited Partnership (the 
“Partnership Agreement’) in Nebraska. The Fund has also 
filed a Registration Statement on Form S-5, pursuant to the 
Securities Act of 1933, to register its Units of Limited 
Partnership Interest (the Shares’) for public sale. The Fund 
does not intend to continuously offer shares, but reserves 
the right to do so. 


The Fund intends to provide an investment medium for per- 
sons who have substantial holdings of appreciated equity 
securities that are acceptable to the Fund and who wish to 
exchange such holdings for Shares. The Fund has submitted 
to the Internal Revenue Service (the “IRS”) a request for a 
ruling (the “IRS ruling’) that, for federal income tax pur- 
poses, the Fund will be treated as a partnership and not as 
an association taxable as a corporation and that no gain or 
loss will be recognized by an investor upon the exchange of 
securities for Shares. If these rulings are issued, they are ex- 
pected to be based on the fact that the Fund is organized as 
a partnership and lacks the corporate characteristics of 
limited liability and continuity of life. The Fund was orga- 
nized under the Nebraska Partnership Act because it 
specifically permits limited partners to exercise voting rights 
required by the Act. 


The Fund submits that Section 721 of the Internal Revenue 
Code of 1954 (‘Code’) presently provides that no gain or 
loss shall be recognized to a partnership or to any of its 
partners upon the contribution of property to the partnership 
in exchange for an interest in the partnership. Under existing 
law, investors in the Fund would not recognize gain for 
Federal income tax purposes on the contribution of ap- 
preciated securities in exchange for shares of the Fund by 
reason of the non-recognition provisions of Section 721. 


However, the Fund also states that on February 17, 1976, 
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Representative Ullman introduced H.R. 11920 (’’Bill’”’) 
which was referred to the Committee on Ways and Means of 
the House of Representatives (‘Committee’). The Bill 
would, if enacted without modification, make Section 721 of 
the Code inapplicable in the case of gain if property is 
transferred to a partnership which would be treated as an in- 
vestment company (within the meaning of Section 351 of 
the Code) if the partnership were incorporated. The Bill 
provides that the proposed amendment to Section 721 
would be applicable to transfers made after February 17, 
1976. 


The Fund submits that if the Bill were enacted in its present 
form, investors could not contribute appreciated securities in 
exchange for Shares without recognizing gain for Federal in- 
come tax purposes and that, in such circumstances, the 
Fund would not proceed with a public offering of its shares. 


The Fund states that the Committee has announced that it 
will conduct a hearing on the Bill on March 29, 1976, and 
that the Fund has been advised by counsel that there is a 
substantial possibility that the Congress will adopt transition 
rules to the statutory amendments embodied in the Bill that 
might permit contributions by investors of appreciated 
securities to a partnership in exchange for partnership in- 
terests without the recognition of gain if, among other 
things, a registration statement was filed with the Commis- 
sion before a specified date and the transfer of securities to 
the partnership is made on or before some future date. If the 
Bill is so modified, the Fund wishes to be in a position to sell 
its shares to the public, in accordance with its registration 
statement filed pursuant to the Securities Act of 1933, if all 
the conditions set forth in such modified Bill for the applica- 
tion of existing Section 721 to the transfer of securities in 
exchange for its shares have been or will be met. 


In view of the pendency of H.R. 11920, which, in its present 
form, applies to transfers made after February 17, 1976, and 
in view of the Fund’s representation that if the Bill were 
enacted in its present form it would not offer its Shares for 
public sale, the Fund agrees that the Commission need not 
act on this application so long as the Bill remains in its pre- 
sent form. The Fund requests, however, that interested per- 
sons be notified of this application so that, if the Bill should 
be modified so that the proposed amendment to Section 
721 would not be applicable to transfers by investors of ap- 
preciated securities in exchange for shares of the Fund made 
on or before some future date (either unconditionally or con- 
ditionally, if it appears that all such conditions will be met), 
the Commission may act on this application without further 
notice. 


The Fund represents that if H.R. 11920 is not modified, as 
hereinabove described, by the end of the Second Session of 
the 94th Congress, the Fund will voluntarily withdraw the 
application. For this purpose, the Fund states that the Bill 
shall be deemed modified if the Bill is amended, a new bill is 
substituted in its place either by the sponsors of the Bill or 
by the Committee, the Bill is withdrawn and no new bill is 
substituted in its place, or other action takes place which has 
the effect of any of the above. The expiration of the current 
session of the Congress without the Bill having been acted 
upon shall not be deemed a modification thereof. 


As a limited partnership, the Fund will have two classes of 
partners: general partners, which will include managing 
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general partners and non-managing general partners, and 
limited partners (collectively partners’). The entire interest 
of the partners in the Fund will be represented by Shares. All 
Shares have equal rights and equal participation in the 
Fund's profits and losses, and have one vote per share on all 
matters to be voted upon by partners. All Shares are also 
redeemable. Because the Fund’s initial portfolio may have a 
low tax basis, the Fund reserves the right to redeem its 
Shares either in case or by the distribution of portfolio 
securities in kind. 


At the present time, the Fund has one corporate and two in- 
dividual general partners, all of whom are interested persons 
of the Fund for reasons other than being general partners of 
the Fund. Prior to the public offering of Shares, the number 
of general partners will be increased to six: one corporate 
general partner, Fidelity Management & Research Company, 
the investment adviser to the Fund, and five individual 
general partners, three of whom will not be interested per- 
sons of the Fund except by reason of their interest as general 
partners of the Fund. The Partnership Agreement provides 
that the Fund will be managed by those general partners 
who are individuals (“managing general partners’). Any 
general partner which is a corporation, association, 
partnership, joint venture or trust will be a non-managing 
general partner and will take no part in the management, 
conduct or operation of the business of the Fund. 


The Fund asserts that the managing general partners will 
perform the same functions as directors of incorporated in- 
vestment companies. The Partnership Agreement further 
provides that the managing general partners shall act only 
by majority vote at a meeting duly called at which a quorum 
is present or by unanimous written or telephonic consent 
without a meeting, unless otherwise required by the Act. 
Each managing general partner will have one vote. No single 
managing general partner will have the authority to act on 
behalf of the Fund or bind the Fund. The managing general 
partners may appoint agents to perform duties on behalf of 
the Fund. Each general partner will be elected annually by 
the partners of the Fund. ! 


The Fund understands that, under its current rulings policy, 
the IRS would not issue a ruling with respect to the Fund’s 
classification as a partnership unless the general partners of 
the Fund maintain, in the aggregate, an interest of at least 
1% in each material item of partnership income, gain, loss, 
deduction, and credit. In order to meet this condition, the 
Partnership Agreement will provide that the non-managing 
general partner shall make a capital contribution to the Fund 
which shall be not less than 1% of the total capital con- 
tributions of the partners. Thereafter, the non-managing 
general partner, so long as it continues to act as such, will 
not redeem or assign its Shares, or accept distributions in 
cash or property, if its Shares would thereby constitute less 
than 1% of the outstanding Shares. The non-managing 
general partner may not voluntarily withdraw except upon 
two year’s notice or upon the assumption by another general 
partner of its 1% capital contribution obligation. 


The Fund represents that it is covered as an insured by cer- 
tain stock brokers blanket bonds and by an errors and 
omissions insurance policy. The Fund states that it will not 
voluntarily cancel such insurance. 


Applicant states that prospective investors who wish to 


become limited partners, through the exchange of securities 
for Shares, will deposit their securities with an escrow agent 
together with appropriate instruments of transfer and a duly 
executed transmittal letter. Shortly after the termination of 
the offering period, each investor will receive a report 
describing the securities then on deposit and the investor 
will then have 20 days to withdraw his securities if he so 
desires. Following the termination of the withdrawal period, 
all securities still on deposit will be exchanged for Shares 
and the depositors will become limited partners. 


A limited partner will not be entitled to take part in the con- 
trol of the Fund’s business, but each Share will carry one 
vote on all matters to be voted upon by partners. A limited 
partner may assign any or all of his interest in the Fund by 
written instrument of assignment. An assignee, in addition 
to his rights to receive distributions made to Shareholders 
and to redeem the Shares, has the right to be substituted as 
a limited partner if he accepts and adopts the terms and con- 
ditions of the Partnership Agreement and executes the 
necessary documents. General partners must obtain the 
consent of the managing general partners to assign their 
Shares. 


Section 2(a}(3) 


Section 2(a)(3)(D) ef the Act defines “affiliated person” of 
another person as “any...partner of such other person.” 
Investors in the Fund will be limited partners and thereby 
may, pursuant to Section 2(a)(3)(D), be deemed affiliated 
persons of the Fund. The Fund submits that its limited 
partners are equivalent to shareholders of a corporation. The 
Fund states that the extension of ‘affiliated person’ status 
to such persons creates the possibility of violation of Section 
17(a) of the Act upon the redemption of Shares by a dis- 
tribution of securities in kind and renders meaningless those 
provisions of Section 2(a)(3)(A) and (B) that require a 
minimum percentage ownership before a shareholder is con- 
sidered an affiliated person. The Fund, therefore, requests an 
order, pursuant to Section 6(c) of the Act, exempting from 
the definition of affiliated person any person who would 
come within the definition solely because he was a limited 
partner of the Fund. The exemption would not apply to any 
limited partner who is an “affiliated person” of the Fund by 
any other reason such as ownership of 5% or more of the 
Shares of the Fund. 


Section 2(a)(19) 


Section 10(a) of the Act provides that no registered invest- 
ment company shall have a board of directors more than 60 
percent of the members of which are persons who are in- 
terested persons of such registered company. Section 
2(a)(12) of the Act defines “director” to include any director 
of a corporation or any person performing similar functions 
with respect to any organization whether incorporated or un- 
incorporated. 


Section 2(a)(19)(A) of the Act provides, in part, that an 
“interested person” of another person, when the other per- 
son is an investment company, means (1) any affiliated per- 
son of such company and (2) any interested person of any 
investment adviser for such company. Section 2(a)(19)(B) of 
the Act provides, in part, that an “interested person’ of 
another person, when the other person, is an investment ad- 
viser for any investment company, means any affiliated per- 
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son of such investment adviser. Section 2(a)(3)(D) of the Act 
provides, in part, that an “affiliated person’ of another per- 
son means any partner or co-partner of such person. 


The Fund currently has two managing general partners, both 
of whom are interested persons of the Adviser, and a non- 
managing general partner, the Adviser. The Fund proposes 
to add three additional managing general partners, each of 
whom presently serves as a non-interested director of other 
investment companies advised by the Adviser. The Fund 
states that such persons, upon becoming managing general 
partners, would become partners in the Fund and co- 
partners of the Adviser and thus both interested persons and 
affiliates of the Adviser and the Fund. 


The Fund submits that such a finding would conflict with the 
intention of Section 2(a)(19) of the Act which provides that 
“No person shall be deemed to be an interested person of an 
investment company solely by reason of his being a member 
of its board of directors...'’. The Fund asserts that the 
relationship of the managing general partners to the Fund is 
essentially identical to the relationship of directors to a cor- 
porate investment company. To resolve this conflict and 
assure compliance with the provisions of Section 10(a) of 
the Act by the Fund and those investment companies on 
whose boards the above non-interested directors serve, the 
Fund requests an order, pursuant to Section 6(c) of the Act, 
exempting it and its general partners from the provisions of 
Section 2(a)(19) of the Act which would make the general 
partners interested persons of any other person solely 
because they are general partners of the Fund or co-partners 
in the Fund of general partners who are otherwise interested 
persons of the Fund. 


Section 18(f) 


Section 67-223 of the Nebraska Partnership Act provides 
that limited partners shall be entitled to priority over general 
partners in distributions in dissolution. The Fund has been 
advised by its Nebraska counsel that modifications of such 
priorities are permissible. Nevertheless, the Partnership 
Agreement will provide that limited partners will have priori- 
ty over general partners, in distributions in liquidation, to the 
extent of their capital contributions. 


Section 18(f)(1) of the Act provides, in pertinent part, that it 
shall be unlawful for any registered open-end company to 
issue any class of senior security or to sell any senior securi- 
ty of which it is the issuer. Section 18(g) of the Act defines 
“senior security’ to mean, in pertinent part, any stock of a 
class having priority over any other class as to distribution of 
assets or payment of dividends. 


To the extent that Shares held by limited partners may be 
deemed to be senior securities because they possess a 
priority in distributions upon dissolution, such priority, the 
Fund contends, runs in favor of the persons whom the Act is 
intended to protect. The Fund, therefore, requests an order 
of exemption. pursuant to Section 6(c) of the Act, from the 
provisions of Section 18(f) to the extent necessary to permit 
it to issue Shares to limited partners having priority over 
Shares held by general partners in distributions after dissolu- 
tion. 


Section 22(e) 


As noted above, the non-managing general partner of the 
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Fund will agree to acquire and continue to own, in the 
aggregate, not less than 1% of the Shares. The Partnership 
Agreement specifically provides that the non-managing 
general partner may not redeem or assign any of its Shares if 
its Shares would thereby constitute less than 1% of the out- 
standing Shares. 


Section 22(e) of the Act provides, in pertinent part, that no 
registered investment company shall suspend the date of 
redemption or postpone the date of payment or satisfaction 
upon redemption of any redeemable security in accordance 
with its terms for more than seven days after tender of such 
security. Section 47(b) of the Act provides, in part, that 
every contract the performance of which involves the viola- 
tion of, or the continuance of any relationship or practice in 
violation of, any provision of the Act, or any rule, regulation, 
or order thereunder shall be void. 


The Fund submits that the commitment of the non- 
managing general partner not to tender is similar to the 
commitment made by the original subscribers to the shares 
of an investment company organized as a corporation that 
they are taking the shares with an investment intent. The 
Fund further submits that the commitment of the non- 
managing general partner would not adversely affect, but, 
rather, would benefit public investors in the Fund. To prevent 
the non-managing general partner from tendering its Shares 
for redemption in violation of its commitment and alleging, 
upon doing so, that the commitment was in contravention of 
Section 22(e) and therefore void under Section 47(b) of the 
Act, the Fund requests, pursuant to Section 6(c) of the Act, 
an exemption from Section 22(e). This would permit the 
Fund to obtain enforcement of the commitment in the event 
of its violation. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may conditionally or unconditionally exempt any per- 
son, security, or transaction, or any class or classes of per- 
sons, securities, or transactions from any provisions of the 
Act or any rule or regulation under the Act, if and to the ex- 
tent such exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. Applicant submits that the requested exemptions 
are necessary and appropriate in the public interest and con- 
sistent with the protection of investors and the purposes of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 19, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shail order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said date 
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unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


JOHN HANCOCK INVESTORS, INC. 
John Hancock Place 

P.O. Box 111 

Boston, Massachusetts 02117 


and 


JOHN HANCOCK MUTUAL LIFE INSURANCE 
COMPANY 

John Hancock Place 

P.O. Box 111 

Boston, Massachusetts 02117 


(812-3928) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND RULE 
17d-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that John Hancock Investors, 
Inc., (‘Investors’), a closed-end diversified management 
company registered under the Investment Company Act of 
1940 (‘Act’) and John Hancock Mutual Life Insurance 
Company (the “Life Company’), a mutual life insurance 
company organized under the laws of the Commonwealth of 
Massachusetts, (collectively ‘“Applicants’’), filed an applica- 
tion on March 11, 1976, pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder for an order of the Commis- 
sion permitting (1) The Life Company to purchase in a 
private placement $7,000,000 principal amount (out of a 
total offering of $50,000,000) of Harnischfeger Corporation 
(“Harnischfeger”’) 9-7/8% Promissory Notes due March 1, 
1992 (the “New Notes”) and (2) Investors, as one of the 
holders of Harnischfeger 9% Promissory Notes due 
December 1, 1991 (the ‘Old Notes’), (a) to consent to the 
issuance of the New Notes, and (b) to approve the amend- 
ment of certain of the financial covenants contained in the 
Old Notes as more fully described below. All interested per- 
sons are referred to the application on file with the Commis- 
sion for a statement of the representations contained 
therein, which are summarized below. 


In 1971 Harnischfeger sold, through private placements, 
$30,000,000 principal amount of Old Notes to 7 in- 
stitutional investors, $3,000,000 of which was purchased 
by Investors. The unpaid principal amount of the Old Notes 
held oy Investors is presently $2,600,000. 


Under the terms of the Old Notes, Harnischfeger is 
prohibited from incurring additional indebtedness such as 
that which would result from the issuance of the New Notes. 
Harnischfeger has, therefore, asked Investors and the other 
holders of the Old Notes to approve a consent (‘Consent’) 
to the issuance and sale of the New Notes. 


The Old Notes also contain a number of other financial 
covenants dealing with matters such as maintenance of 
working capital, commitment to long-term leases, and 
restrictions on payment of dividends which are not con- 
tained in the New Notes, and which Harnischfeger believes 
are no longer appropriate in view of the significant growth 
which the Company has experienced in the last 4 years. Har- 
nischfeger thus seeks the approval of holders of the Old 
Notes, including Investors, to certain amendments 
(“Amendments”) to the Old Notes, which would conform 
the financial covenants contained therein to those found in 
the New Notes. 


The approval of the holders of 66-2/3% in principal amount 
of the Old Notes outstanding must be obtained to make the 
Consent and Amendments effective and binding upon all 
holders of Old Notes. All holders of the Old Notes other than 
Investors (representing 90% in principal amount of the Old 
Notes outstanding) have approved the Consent and have in- 
dicated they will approve the Amendments. 


Rule 17d-1, adopted by the Commission pursuant to Sec- 
tion 17(d) of the Act, provides, in pertinent part, that no af- 
filiated person of any registered investment company and no 
affiliated person of such a person acting as principal, shall 
participate in, or effect any transaction in connection with 
any joint enterprise or other joint arrangement in which such 
registered company is a participant unless an application 
regarding such joint enterprise or arrangement has been filed 
with the Commission and has been granted by an order. A 
joint enterprise or other joint arrangement as used in this 
Rule is any written or oral plan, contract, authorization or 
arrangement, or any practice or understanding concerning 
an enterprise or undertaking whereby a registered invest- 
ment company and any affiliated person of such registered 
investment company, or any affiliated person of such a per- 
son, have a joint or a joint and several participation, or share 
in the profits of such enterprise or undertaking. In passing 
upon such application, the Commission will consider 
whether the participation of such registered company in 
such joint enterprise or joint arrangement on the basis 
proposed is consistent with the provisions, policies and pur- 
poses of the Act and the extent to which such participation 
is on a basis different from or less advantageous than that of 
other participants. 


Under Section 2(a)(3) of the Act an investment adviser to an 
investment company is an affiliated person of such invest- 
ment company, and anyone owning more than 5% of the ad- 
viser’s outstanding voting securities is an affiliated person of 
the adviser. Accordingly, since John Hancock Advisers, Inc. 
is investment adviser to Investors, and a wholly-owned sub- 
sidiary of the Life Company, the Life Company is an affiliated 
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person of an affiliated person of Investors, and its proposed 
purchase of Harnischfeger New Notes could constitute a 
joint transaction with Investors due to either the continuing 
ownership by Investors of the Old Notes or the granting by 
Investors of its consent to the issuance of the New Notes 
and its approval of the Amendments to the Old Notes. 


Applicants represent that the officers of Investors have 
determined that the Consent and the proposed 
Amendments are in the best interests of Investors because 
of the increased financial stability afforded by converting 
bank loans to long-term indebtedness and because the new 
financial covenants are more appropriate for a corporation of 
Harnischfeger’s present size. The Consent and Amendments 
have been approved by the board of directors of Investors, 
including a majority of those directors who are not 
“interested persons” of Investors or Advisors. 


Applicants submit that the carrying out of the proposed 
transaction is consistent with the provisions, policies and 
purposes of the Act, and is not disadvantageous to 
Investors. Accordingly, Applicants request an order pursuant 
to Section 17(d) of the Act and Rule 17d-1 thereunder per- 
mitting the Life Company to purchase the New Notes and 
Investors to grant the requested Consent and approval of the 
Amendments to the Old Note Agreement. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 15, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address set forth above. 
Proof of such service (by affidavit, or in the case of an 
attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule O-5 of 
the Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of course 
following April 15, 1976, unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponement thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


ANCHOR GROWTH FUND, INC. 
ANCHOR INCOME FUND, INC. 
ANCHOR RESERVE FUND, INC. 
ANCHOR SPECTRUM FUND, INC. 
FUNDAMENTAL INVESTORS, INC. 
WASHINGTON NATIONAL FUND, INC. 
and 

ANCHOR CORPORATION 

Westminster at Parker 

Elizabeth, New Jersey 07207 


(812-3896) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR AN ORDER EXEMPTING APPLICANTS 
FROM PROVISIONS OF SECTION 22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Anchor Growth Fund, Inc., 
Anchor Income Fund, Inc., Anchor Reserve Fund, Inc., 
Anchor Spectrum Fund, Inc., Fundamental Investors, Inc. 
and Washington National Fund, Inc., (herein collectively 
referred to as the “Funds” and each individually as a 
Fund”), each of which is registered as an open-end, diver- 
sified management investment company under the Invest- 
ment Company Act of 1940 (‘Act’), and Anchor Corpora- 
tion (“Anchor”), principal underwriter and investment ad- 
viser for the Funds (herein collectively referred to with the 
Funds as ‘‘Applicants’’), have filed an application pursuant to 
Section 6(c) of the Act for an order granting an exemption 
from Section 22(d) of the Act. All interested persons are 
referred to the application on file with the Commission for a 
statement of the répresentations contained therein, which 
are summarized below. 


Applicants represent that shares of each of the Funds are 
offered for sale to the public by investment dealers who have 
sales agreements with Anchor, as principal underwriter, at 
the respective net asset value per share at the time of 
purchase plus a sales charge expressed as a percentage of 
the offering price in accordance with the following table: 


Sales Charge * as a Percent- 


On Individual Sale of tage of Offering Price 








Less than $10,000 7.25% 
$ 10,000 but less than 

$ 25,000 6.75% 
$ 25,000 but less than 

$ 50,000 6.00% 
$ 50,000 but less than 

$ 100,000 4.25% 
$ 100,000 but less than 

$ 250,000 3.25% 
$ 250,000 but less than 

$ 500,000 2.50% 
$ 500,000 but less than 

$ 1,000,000 1.25% 
$1,000,000 or more 0.50% 


* These sales charges will become effective May 1, 1976. 


Applicants further represent that the foregoing reductions in 
rate of sales charge are applicable to the total purchases of 
shares of more than one of the Funds purchased at the same 
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time and applicable to the total of the value of shares 
already owned plus shares being purchased (rights of ac- 
cumulation). 


Applicants state that Washington National Corporation 
(“WNC”) of Evanston, Illinois, owns all of the outstanding 
common stock of Anchor, representing approximately 96% 
of the voting stock of Anchor, and is the sole stockholder of 
Washington National Insurance Company (““WNIC”), a stock 
life insurance company organized under the laws of Illinois 
with principal offices in Evanston, Illinois, and of Anchor 
National Life Insurance Company of New York ("“AN/NY”). 
Applicants further state that WNC and Anchor together own 
more than 99% of the outstanding stock of Anchor National 
Life Insurance Company ("ANLIC”), a stock life insurance 
company with principal offices in Phoenix, Arizona and 
which is organized under the laws of California. 


Section 22(d) provides, in part, that no registered invest- 
ment company shall sell any redeemable security issued by 
it to any person except either to or through a principal un- 
derwriter for distribution or at a current public offering price 
described in the prospectus, and that, if such class of securi- 
ty is being currently offered to the public by or through an 
underwriter, no principal underwriter of such security and no 
dealer shall sell any such security to any persan except a 
dealer, a principal underwriter, or the issuer, except at a 
current public offering price described in the prospectus. 


Applicants request an exemption from Section 22(d) to per- 
mit the purchase of shares of any of the Funds at a sales 
charge equal to one-half of the otherwise applicable sales 
charge described above with the proceeds of any life in- 
surance, endowment or annuity contract issued by WNIC, 
ANLIC, AN/NY or any other life insurance company con- 
trolled by WNC, provided that such proceeds are applied to 
the purchase of shares of any of the Funds within 90 days of 
their receipt from the respective insurance company by the 
purchaser. Applicants state that such proceeds shall include 
any sum payable (i) by reason of the death of an insured or 
annuitant under any such contract, (ii) in the event of a cash 
surrender under any such contract if the payee has obtained 
sixty years of age (including withdrawal of a dividend ac- 
cumulation) and (iii) by reason of the maturity of an endow- 
ment contract; but proceeds shall not include payments un- 
der accident or health policies other than by reason of death. 


Applicants contend that no unfair discrimination or disrup- 
tion of the orderly distribution of the securities of the Funds 
would result from reduction of the sales charge under the 
foregoing circumstances. Applicants state that a sales 
charge will have been previously deducted under the con- 
tract issued by WNIC, ANLIC or AN/NY and it is expected 
that the sales effort required in soliciting persons who have 
received proceeds of any such contract will be significantly 
less than that involved in soliciting persons not having this 
relationship with Anchor and the other companies controlled 
by WNC. Furthermore, it is Applicants’ belief that in many 
cases the purchase of securities issued by the Funds with 
the proceeds of an insurance policy will have been con- 
templated at the time of purchase of the insurance policy as 
a part of an overall estate plan. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion, by order upon application, may conditionally or uncon- 
ditionally exempt any persons or transactions from any 


provision or provisions of the Act, if and to the extent that 
such exemption is necessary or appropriate in the public in- 
terest and consistent with the protection of investors and 
pind — fairly intended by the policy and provisions of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 23, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing thereon. 
Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or 
by mail (airmail if the person being served is located more 
than 500 miles from the point of mailing) upon Applicants at 
the address stated above. Proof of such service (by affidavit 
or, in case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule O- 
5 of the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9229/March 31, 1976 


In the Matter of 


SCUDDER INTERNATIONAL FUND, INC. 
345 Park Avenue 
New York, New York 10022 


(812-3918) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT FOR 
EXEMPTION FROM SECTION 10(b)(2) OF THE ACT 


NOTICE IS HEREBY GIVEN that Scudder International 
Fund, Inc. (‘Applicant’), a no-load, open-end diversified 
management investment company under the Investment 
Company Act of 1940 (the “Act’’), filed an application on 
February 25, 1976, pursuant to Section 6(c) of the Act for 
an order of the Commission exempting Applicant from Sec- 
tion 10(b)(2) of the Act. All interested persons are referred 
to the application on file with the Commission for a state- 
ment of the representations set forth therein, which are 
summarized below. 
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Applicant was originally organized in Canada under the 
name of Scudder Fund of Canada Ltd. in 1953. On March 
16, 1964, the name of Applicant was changed to Scudder 
international Investments Ltd., and on July 31, 1975, the 
corporate domicile of Applicant was changed to Maryland 
through a transfer of Applicant’s net assets to a newly form- 
ed Maryland corporation bearing Applicant's present name. 
Applicant is currently registered under the Act (Registration 
No. 811-642). Applicant states that it is currently offering its 
shares to the public pursuant to a prospectus filed as part of 
Post-Effective Amendment No. 15 to Applicant’s Registra- 
tion Statement on Form S-5 (Registraton No. 2-14400) un- 
der the Securities Act of 1933 which Post-Effective Amend- 
ment became effective on December 31, 1975. 


Scudder, Stevens & Clark (“Adviser”), a partnership which is 
registered as an investment adviser under the Investment 
Advisers Act of 1940, has agreed, pursuant to an invest- 
ment advisory agreement, to provide Applicant with invest- 
ment research, advice and supervision and to furnish an in- 
vestment program consistent with the investment objectives 
and policies of Applicant. In addition to providing invest- 
ment advice, Adviser pays Applicant's office rent and ex- 
ecutive salaries and expenses of all officers of Applicant. 
Applicant pays Adviser a fee, computed and accrued daily 
and payable monthly, at an annual rate of 1/2 of 1% of 
Applicant's average net assets. Applicant has entered into 
an underwriting agreement with Scudder Fund Distributors, 
Inc. (“Distributors”), a wholly-owned subsidiary of Adviser, 
which, as agent, offers Applicant's shares to investors in 
those states in which the shares are qualified and in which it 
is qualified as a broker-dealer. The underwriting agreement 
provides that Distributors accept orders for shares at net 
asset value as no sales commission or load is charged the in- 
vestor. 


Section 10(b)(2) of the Act provides, in pertinent part, that 
“(b) No registered investment company shall... (2) use as a 
principal underwriter of securities issued by it any director, 
officer, or employee of such registered company or any per- 
son of which any such director, officer, or employee is an in- 
terested person, unless a majority of the board of directors of 
such registered company shall be persons who are not such 
principal underwriters or interested persons of any of such 
principal underwriters...” 


Applicant states that it presently has a Board of Directors 
the majority of the members of which are interested persons 
of Adviser and, therefore, Distributors. It is intended that 
Applicant and Adviser shall continue to comply with all the 
provisions of clauses (1) to (8), inclusive, of Section 10(d) of 
the Act. Applicant desires that, in addition to the permission 
granted by Section 10(d) to have all but one of its directors 
interested persons of Adviser, it may be permitted to have all 
but one of its directors interested persons of its principal un- 
derwriter, Distributors. To that end Applicant desires an ap- 
propriate exemption from Section 10(b)(2) 


Applicant asserts that it has established a method for wide 
distribution of its shares through a principal underwriter. 
Applicant does not charge a sales load. Moreover, as stated 
above, Applicant wishes to remain a Section 10(d) company 
and as such is strictly limited as to sales expenses by Sec- 
tion 10(d)(5) of the Act. Applicant states that, under these 
circumstances, only the Adviser or a company wholly owned 
by the Adviser or its partners could afford to undertake the 
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expense of acting as principal underwriter. Adviser, 
however, for reasons incident to the conduct of its own 
business, of which its relationship with Applicant is only a 
part, does not wish to become a principal underwriter. 


Applicant states that notwithstanding the provisions of Sec- 
tion 10(d), the provisions of Section 10(b)(2) appear to 
prohibit Distributors from acting as principal underwriter of 
Applicant. Applicant submits that the reasons for permitting 
an investment company which meets the requirements of 
Section 10(d) to have only one director completely indepen- 
dent of the investment adviser are equally persuasive for 
permitting it to have only one director who is not an in- 
terested person of a principal underwriter which is wholly 
owned by the investment adviser. 


Section 6(c) of the Act authorizes the Commission, upon 
application, to exempt any person from any provision or 
provisions of the Act conditionally or unconditionally if and 
to the extent such exemption is necessary or appropriate in 
the public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 26, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney at law, 
by certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons who 
request a hearing, or adivce as to whether a hearing is 
ordered, will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 





&@ 


€®@ 


‘@ 


v@ 


‘@ 

















NELSON FUND, INC. 
601 Fifth Avenue, 6th Floor 
New York, New York 10017 


(811-846) 


NOTICE OF APPLICATION PURSUANT TO SECTION 8if) 
OF THE ACT DECLARING THAT COMPANY HAS CEASED 
TO BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Nelson Fund, Inc. 
(‘Applicant’), registered under the Investment Company Act 
of 1940 (“Act”) as a diversified, open-end management in- 
vestment company filed an application on January 19, 
1976, pursuant to Section 8(f) of the Act, for an order of the 
Commission declaring that Applicant has ceased to be an in- 
vestment company as defined in the Act. All interested per- 
sons are referred to the application on file with the Commis- 
sion for a statement of the representations contained 
therein, which are summarized below. 


Applicant was organized as a Maryland Corporation on Oc- 
tober 31, 1955, and registered under the Act by filing a 
Notification of Registration on Form N-8A with the Commis- 
sion on October 10, 1958. 


Applicant represents that pursuant to a plan of liquidation 


approved by a majority of its shareholders at a meeting held 
March 21, 1975, that it distributed $720.00 per share to its 
then shareholders; retained $39,500.00 in order to meet 
final liabilities and liquidation expenses; and filed a Cer- 
tificate of Dissolution with the Secretary of State of 
Maryland. Applicant further represents that since December 
31, 1975, it has not conducted the business for which it was 
organized. ' 


Section 8(f) of the Act provides, in pertinent part, that when 
the Commission, upon application, finds that a registered in- 
vestment company has ceased to be an investment com- 
pany, it shall’so declare by order, and, upon the taking effect 
of such order, the registration of such company shall cease 
to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 26, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shail be 
served personally or by mail (air amil if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit or, in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 





' By letter dated February 12, 1976, Applicant’s counsel 
submitted information supplied by Applicant with a date of 
February 9, 1976, showing expenses paid of $21,293.16, 
expenses to be paid of $6,840.96, and projected cash for 
distribution of $14,860.52, or $7.72 per share. 


of the application will be issued as of course following said 
date, unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9231/March 31, 1976 


In the Matter of 


UNIFIED FUNDS, INC. 
207 Guaranty Building 
Indianapolis, Indiana 46204 


(812-1578) 
ORDER PURSUANT TO SECTION 28(c) OF THE ACT 


On February 20, 1976 a notice was issued (Investment 
Company Act Release No. 9171) of an application filed on 
November 26, 1975 by Unified Funds, Inc., (‘Unified’), 
registered under the Investment Company Act of 1940 
(‘Act’’) as a face-amount certificate company, for an order of 
the Commission approving the amendment of a general 
depository agreement between Unified and Merchants 
National Bank & Trust Company of Indianapolis so as to re- 
quire annual rather than semi-annual certification of the 
financial statements of Unified by an independent public ac- 
countant. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion might be issued upon the basis of the information stated 
therein unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not ordered 
a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate in the public in- 
terest and consistent with the protection of investors. 


IT 1S ORDERED, pursuant to Section 28(c) of the Act, that 
the proposed amendment to the depository agreement as 
set forth in the application be, and hereby is, approved. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9232/March 31, 1976 


In the Matter of 


VANCE, SANDERS EXCHANGE FUND 
(A California Limited Partnership) 

One Beacon Street 

Boston, Massachusetts 02108 


(812-3849) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
CERTAIN PROVISIONS OF SECTION 2(a)(3) OF THE ACT 


NOTICE IS HEREBY GIVEN THAT Vance, Sanders Exchange 
Fund, A California limited partnership ("“Applicant’’), has filed 
an Application of March 11, 1976 and an amendment 
thereto on March 26, 1976, for an order of exemption from 
certain provisions of Section 2(a)(3) of the Investment Com- 
pany Act of 1940 (‘Act’). All interested persons are referred 
to the application on file with the Commission for a state- 
ment ‘of Applicant's representations, which are summarized 
below. 


Applicant states that it is a limited partnership which filed its 
Certificate and Agreement of Limited Partnership in Califor- 
nia on August 14, 1975, under he California Limited 
Partnership Act. It filed a registration statement on Form N- 
8A with the Commission on August 15, 1975, as an open- 
end diversified management investment company. Applicant 
further states that although it does not intend continuously 
to offer its shares, it reserves the right to do so. 


Applicant represents that it intends to provide an investment 
medium to those investors holding blocks of individual 
securities with large unrealized appreciation who wish to ex- 
change such holdings for shares of Applicant without in- 
curring federal capital gains tax liability by reason of the ex- 
change. In this regard, Applicant states that it has received a 
ruling (‘ruling’) on April 28, 1975, which was amended on 
October 15, 1975, and October 29, 1975, from the Internal 
Revenue Service (“IRS”) that it will taxed as a partnership 
because the Applicant lacks the corporate characteristics of 
continuity of life and limited liability. The ruling further 
provides that no gain will be recognized to Applicant or to 
any of its Limited Partners on a contribution of stocks or 
securities in exchange for interest in the Applicant. 


As a limited partnership, Applicant states, it will have two 
classes of partners, /.e., general partners and limited partners 
(collectively referred to as “partners’’). It further states that 
the entire interest of the partners will be divided into shares 
of partnership interest (‘shares’). Applicant represents that 
all shares will have equal rights and equal participation in 
the profits and losses of Applicant, and one vote per share 
on all matters to be voted upon by partners. 


Applicant states that partners may redeem their shares for 
the net asset value next computed after receipt of a redemp- 
tion request in good order which may be paid at Applicant's 
option in cash or securities having the same value as the net 
asset value of the shares redeemed. Applicant represents 
that for five years after the Exchange Date, redemptions in 
kind will be paid in securities, including restricted securities, 
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of the same issuer as deposited by the redeeming Partner to 
the extent that these securities are in Applicant's portfolio. 


Section 2(a)(3) 


Section 2(a)(3)(D) of the Act defines “affiliated person” of 
another person as ‘‘any. . .partner of such other person”’. It is 
submitted that investors in the Applicant by becoming 
Limited Partners may, pursuant to Section 2(a)(3)(D), be 
deemed to be affiliated persons of Applicant. Applicant 
believes that its Limited Partners are the equivalent of 
shareholders of a corporation. Applicant submits that, since 
being a shareholder of a corporation does not, by itself, form 
the basis for affiliation under the Act, a Limited Partner of 
Applicant should likewise not be deemed to be an “affiliated 
person” of Applicant by such status alone. Applicant, 
therefore, requests, pursuant to Section 6(c) of the Act, an 
order exempting any person from the definition of “affiliated 
person” of Applicant who would come within the definition 
soley because he was a Limited Partner of Applicant, in 
order to allow Applicant to pay the redemption price in 
securities. The exemption would not apply to any Limited 
Partner who is an “affiliated person” of Applicant by any 
other reason. 


Other Matters 


As noted above, Applicant represents that it has received a 
ruling from the IRS to the effect that the exchange of 
securities with the Applicant would be tax-free under pre- 
sent law. However, Congressman Ullman, Chairman of the 
House Ways and Means Committee, has introduced Bill H. 
R. 11920, which provides, among other matters relating to 
investment companies, that the transfer of property to a 
partnership which would be treated as an investment com- 
pany would not be a tax-free event. This bill, as now written, 
would be applicable to transfers made after February 17, 
1976. 


Applicant represents that the solicitation period, during 
which prospective investors wishing to become limited 
partners of Applicant deposited their securities with an es- 
crow agent, ended on February 23, 1976. Applicant's 
prospectus provides that within 15 days after the close of 
such solicitation period, each prospective investor will be 
mailed a special report setting forth the securities that have 
been accepted for exchange by the managing general 
partners. Prospective investors will have the right to 
withdraw the deposited securities for a period ending two 
weeks after the mailing of the special report. At the end of 
this period, the deposited securities not so withdrawn will be 
exchange for shares of the Applicant so that, as of the Ex- 
change Date, all shareholders of Applicant will be limited 
partners and will be issued shares. 


Applicant states that, in view of the unforeseen cir- 
cumstances caused by the introduction of H.R. 11920, and 
in order to avoid terminating a depositor’s right to withdraw 
his securities while the matter is unresolved, the Applicant 
will delay mailing the special report until, in its opinion, a 
favorable resolution to the problem has been achieved. Thus, 
unless some form of relief is granted, no exchange will be 
made. Applicant further represents that the mere expiration 
of the current session of the Congress without any such 
relief having been granted shall not, standing alone, be 
deemed a favorable resolution. 
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In the meantime, Applicant states, depositors of securities 
retain all rights to the securities that are on deposit, will 
receive all cash dividends, stock dividends and any stock 
splits, and, of course, retain the right to withdraw the 
securities at any time up to the expiration of the two weeks 
following the mailing of the special report. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may conditionally or unconditionally exempt any per- 
son, security, or transaction, or any class or classes of per- 
sons, securities, or transactions from any provisions of the 
Act or of any rule or regulation under the Act, if and to the 
extent such exemption is necessary or appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. Applicant submits that the requested 
exemption is appropriate in the public interest and consis- 
tent with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 26, 1976, at 5:30 p.m., submit to 


.the Commission in writing a request for a hearing on the 


matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or !aw proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9233/March 31, 1976 


In the Matter of 


VANCE, SANDERS EXCHANGE FUND 
(A California Limited Partnership) 

One Beacon Street 

Boston, Massachusetts 02108 


LANDON T. CLAY 

c/o Vance, Sanders & Company, Inc. 
One Beacon Street 

Boston, Massachusetts 02108 


O. KELLEY ANDERSON 
294 Washington Street 
Boston, Massachusetts 02109 


VINTON C. JOHNSON 
111 Devonshire Street 
Boston, Massachusetts 02109 


and 


MAYNARD CORPORATION 

c/o Vance, Sanders & Company, Inc. 
One Beacon Street 

Boston, Massachusetts 02108 


(812-3915) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR AN ORDER EXEMPTING 
CERTAIN PROPOSED TRANSACTIONS FROM SECTION 
17(a) OF THE ACT AND PURSUANT TO SECTION 6(c) OF 
THE ACT FOR AN ORDER EXEMPTING THE FUND FROM 
THE PROVISIONS OF SECTION 22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Vance, Sanders Exchange 
Fund ("Fund”’), a California limited partnership registered un- 
der the Investment Company Act of 1940 (“Act”) as an 
open-end, diversified management investment company, 
Landon T. Clay (“Clay”), O. Kelley Anderson (‘Anderson’), 
Vinton C. Johnson (‘Johnson’), and Maynard Corporation, a 
Delaware corporation, (hereinafter collectively referred to as 
“Applicants”’), have filed an application on February 18, 
1976, and an amendment thereto on March 11, 1976, for 
an order (i) pursuant to Section 17(b) of the Act exempting 
certain proposed transactions described below from Section 
17(a) of the Act, and (ii) pursuant to Section 6(c) of the Act 
exempting Fund from the provisions of Section 22(d) of the 
Act. All interested persons are referred to the application on 
file with the Commission for a statement of the represen- 
tations contained therein, which are summarized below. 


Fund's registration statement under the Securities Act of 
1933 became effective on January 5, 1976. The Fund's pur- 
pose is to provide an investment medium to investors 
holding blocks of individual securities with large unrealized 
appreciation, who wish to exchange such holdings for shares 
of Fund without incurring Federal capital gains tax liability 
by reason of the exchange. The public offering price of 
Fund's securities includes a subscription fee of a maximum 
of four and one-half per cent. As a limited partnership, Fund 
has two classes of partners, namely, General Partners and 
Limited Partners. The interests of Fund (“Shares”) owned by 
the Partners permit equal rights and equal participation by 
the Partners in Fund's profits and losses and contain voting 
rights on all matters to be voted upon by Partners. All Shares 
are redeemable. 


Fund has four individual General Partners (“Managing 
General Partners’), three of whom are not interested per- 
sons of Fund. Vance, Sanders & Company, Inc. (Vance, 
Sanders”), Fund's investment adviser, is a corporate General 
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Partner of Fund (‘‘Non-Managing General Partner’’), but is 
excluded from participation in the management of Fund by 
Fund's Partnership Agreement. Applicants state that the 
General Partners, as a group, in order to satisfy a certain 
condition imposed by the Internal Revenue Service ("IRS’), 
have purchased more than one per cent of the entire out- 
standing Shares of Fund. 


Pursuant to Section 2(a)(3) of the Act, Clay, Anderson and 
Johnson, as Managing General Partners of Fund, are af- 
filiated persons of Fund. Clay is also an affiliated person of 
Vance, Sanders. Maynard Corporation is wholly owned by 
Clay. 


Section 17(a) of the Act, as here pertinent, prohibits an af- 
filiated person of a registered investment company, acting as 
principal, from selling to or purchasing from such registered 
company any securities or other property. Section 17(b) of 
the Act provides that the Commission, upon application, 
may exempt a proposed transaction from the provisions of 
Section 17(a) if the evidence establishes that the terms of 
the proposed transaction, including the consideration to be 
paid or received, are reasonable and fair and do not involve 
overreaching on the part of any person concerned and that 
the proposed transaction is consistent with the policy of 
such investment company and the general purposes of the 
Act. 


Clay has offered to Fund for credit to his account as a 
General Partner 6,000 shares of common stock of Bow 
Valley Industries, Ltd. (“Bow’’), which had a market value of 
approximately $105,000 as of the closing price on the 
American Stock Exchange on February 10, 1976. Anderson 
has offered to Fund for credit to his account as a General 
Partner 600 shares of Weyerhaeuser Company 
(“Weyerhaeuser”), which had a market value of ap- 
proximately $25,725 as of the closing price on the New 
York Stock Exchange (“NYSE”) on February 10, 1976. 
Johnson has offered to Fund for credit to his account as a 
General Partner 200 shares of Union Carbide Corp. (‘Union 
Carbide’), which had a market value of approximately $14,- 
150 as of the closing price on the NYSE on February 10, 
1976. Maynard Corporation proposes to deposit as a 
Limited Partner 1,000 shares of Digital Equipment Corp. 
(“Digital Equipment”), which had a market value of ap- 
proximately $165,625 as of the closing price on the NYSE 
on February 10, 1976. Fund proposes to accept the deposits 
by Clay, Anderson, & Johnson, even if they are less than the 
$25,000 minimum contribution required for deposits by 
Limited Partners, and issue Shares at fair market value as of 
the Exchange Date, as defined in the Prospectus, without 
deduction of the subscription fee. Fund also proposes to 
accept the deposit by Maynard Corporation as a Limited 
Partner and issue Shares at fair market value as of the Ex- 
change Date, less the appropriate subscription fee. This ex- 
change is subject in each instance to the respective rights of 
Clay, Anderson, Johnson, Maynard Corporation and Fund as 
set forth in the Prospectus. 


Applicants state that the shares of Bow, Weyerhaeuser, 
Union Carbide, and Digital Equipment are actively traded on 
their respective stock exchanges. Applicants also state that 
Fund intends to accept other deposits of shares of Bow, 
Weyerhaeuser, Union Carbide, and Digital Equipment by 
persons other than:Clay, Anderson, Johnson, and Maynard 
Corporation if such deposits meet the minimum deposit re- 
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quirements set forth in the Prospectus. Applicants represent 
that the terms of the proposed transactions, including the 
consideration to be paid or received, are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned. Applicants further represent that the proposed 
transactions are consistent with the policy of the Fund and 
with the general purposes of the Act. 


Section 22(d) of the Act provides, in pertinent part, that no 
registered investment company or principal underwriter 
thereof shall sell any redeemable security issued by such 
company except at a current offering price described in the 
prospectus. The prospectus of Fund states that a sales com- 
mission is included in the offering price of Shares of Fund. 


Section 6(c) of the Act provides that the Commission may, 
upon application, conditionally or unconditionally exempt 
any person or transaction from any provision of the Act if 
such exemption is necessary or appropriate in the public in- 
terest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. 


Vance, Sanders proposes to purchase for cash additional 
Shares of Fund in order to satisfy the aforesaid condition im- 
posed by the IRS. Fund proposes to accept this cash 
purchase by Vance, Sanders without deduction of the sub- 
scription fee. Applicants state that the transaction is similar 
in nature to supplying the initial capital prior to making a 
proposed public offering required by Section 14 of the Act, 
which can be done without deduction of a sales charge pur- 
suant to Rule 22d-1(h) under the Act. Fund contends that 
this sale of Shares of Fund to Vance, Sanders without 
deduction of the subscription fee is advantageous to Fund 
and the Limited Partners, because such contribution by 
Vance, Sanders is necessary to maintain the favorable tax 
effects of an investment in Fund. Fund further contends that 
no sales effort will be required to obtain the deposits from 
Vance, Sanders. Fund represents that this transaction is ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and the provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 26, 1976 at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication shall be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles form the point of 
mailing) upon Applicants at their addresses stated above. 
Proof of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule O-5 of 
the Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will received any notices and orders 
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issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9234/April 1, 1976 


In the Matter of 


THE PRUDENTIAL 
AMERICA 

Prudential Plaza 
Newark, New Jersey 07101 


INSURANCE COMPANY OF 


PRUDENTIAL’S INVESTMENT PLAN ACCOUNT 
and 


PRUDENTIAL’S GIBRALTAR FUND 

The Prudential Insurance Company of America 
Financial Security Program Office 

P.O. Box 2925 

Phoenix, Arizona 85062 


(812-3899) 


ORDER PURSUANT TO SECTION 6(c) MODIFYING A 
PREVIOUS ORDER 


The Prudential Insurance Company of America ("Pruden- 
tial’), a New Jersey mutual life insurance company, on its 
own behalf and as sponsor and depositor of Prudential’s 
Investment Plan Account (“IPA”), a separate account of 
Prudential registered as a unit investment trust under the 
Investment Company Act of 1940 (“Act”) and Prudential’s 
Gibraltar Fund (“Fund”), registered as an open-end manage- 
ment investment company under the Act, together with IPA 
and Fund (hereinafter collectively referred to as 
“Applicants”) filed an application on January 20, 1976, and 
an amendment thereto on February 18, 1976, for an order 
modifying an order of the Commission dated August 6, 
1969 ("1969 Order’), as amended on August 27, 1969, 
and modified on May 18, 1973, (Investment Company Act 
Release Nos. 5767, 5796 and 7822). 


On March 2, 1976, the Commission issued a notice of said 
application (Investment Company Act Release No. 9186). 
The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the the 
Commission has not ordered a hearing. 


The matter have been considered, it is found that the grant- 
ing of the requested modification of the 1969 Order is ap- 


propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


IT |S ORDERED, pursuant to Section 6(c) of the Act, that the 
application for modification of the 1969 Order is hereby 
granted, effective forthwith. 

By the Commission. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 505/March 29, 1976 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 1227/March 29, 1976 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 506/April 1, 1976 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12297/April 1, 1976 


ADOPTION OF AMENDMENT TO RULE 206A-1(T) UN- 
DER THE INVESTMENT ADVISERS ACT OF 1940 
EXTENDING UNTIL APRIL 30, 1977 THE DURATION OF 
THE TEMPORARY EXEMPTION FROM THE ADVISERS 
ACT FOR CERTAIN BROKERS AND DEALERS 


File No. S7-560 


NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission hereby amends Rule 206A-1(T) [17 
CFR 275.206A-1(T)] under the Investment Advisers Act of 
1940 ("Advisers Act’) [15 U.S.C. 80b-1, et seq.], effective 
the date hereof, to continue until April 30, 1977 the tem- 
porary exemption provided thereby for certain registered 
brokers and dealers. The amendment to Rule 206A-1(T) is 
adopted pursuant to Sections 206A, 211(a) and 211(b) of 
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the Advisers Act [15 U.S.C. 80b-6A, 80b-11(a) and 80b- 
11(b)]." 


On April 23, 1975, the Commission published notice (Ad- 
visers Act Release No. 455) of the adoption of temporary 
Rule 206A-1(T) effective May 1, 1975 to coincide with the 
effective date of Rule 19b-3 [17 CFR 240.19b-3] under the 
Securities Exchange Act of 1934 ("Exchange Act’’) [15 
U.S.C. 78a, et seq.].2 Rule 206A-1(T) was intended to 
facilitate a particular response to the elimination of fixed 
commission rates on exchange transactions under Rule 19b- 
3 under the Exchange Act by brokers and dealers; namely, 
charging separately for research and other investment ad- 
vice furnished by brokers and dealers to their customers. 
However, the performance of advisory services for a 
separate charge clearly would bring such brokers and 
dealers within the definition of investment adviser in Section 
202(a)(11) of the Advisers Act,? since the exclusion in Sec- 
tion 202(a)(11)(C) for “any broker or dealer whose perfor- 
mance of such [investment advisory] services is solely in- 
cidental to the conduct of his business as a broker or dealer 
and who receives no special compensation therefor” would 
not be available with respect to the unbundled advisory ser- 
vices. Accordingly, in order to afford brokers and dealers an 





‘Section 206A of the Advisers Act provides as follows: 


The Commission, by rules and regulations, upon its 
own motion, or by order upon application, may con- 
ditionally or unconditionally exempt any person or 
transaction, or any class or classes of persons, or trans- 
actions, from any provision or provisions of this title 
or of any rule or regulation thereunder, if and to the ex- 
tent that such exemption is necessary or appropriate 
in the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended by 
the policy and provisions of this title. 


Section 211(a) and (b) of the Advisers Act provides as 
follows: 


(a) The Commission shall have authority from time to 
time to make, issue, amend, and rescind such rules 
and regulations and such orders as are necessary or 
appropriate to the exercise of the functions and 
powers conferred upon the Commission elsewhere in 
this title. For the purposes of its rules or regulations 
the Commission may classify persons and matters 
within its jurisdiction and prescribe different re- 
quirements for different classes of persons or matters. 


(b) Subject to the provisions of the Federal Register 
Act and regulations prescribed under the authority 
thereof, the rules and regulations of the Commission 
under this title, and amendments thereof, shall be 
effective upon publication in the manner which the 
Commission shall prescribe, or upon such later date as 
may be provided in such rules and regulations. 


? Rule 19b-3 prohibits any national securities exchange from 
adopting or retaining any rule that requires, or from 
otherwise requiring, its members to charge fixed rates of 
commission for transactions executed on, or by the use of 
the facilities of, such exchange after May 1, 1975 (May 1, 
1976 as to rules of an exchange relating to floor brokerage 
commissions). 
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adequate period of time to develop and test new pricing 
practices after May 1, 1975, without at the same time hav- 
ing to register under and comply with the Advisers Act, the 
Commission provided a four month exemption from the Ad- 
visers Act for any broker or dealer registered as such on May 
1, 1975 pursuant to Section 15 of the Exchange Act and 
who was not then registered with the Commission as an in- 
vestment adviser (or any successor to such broker or dealer 
within the meaning of Rule 15b1-3 under the Exchange 
Act), subject to two limited exceptions. The Commission in- 
tended that the exemptive period also would be utilized by 
such brokers and dealers ‘to become familiar with the 
provisions of that [Advisers] Act and_ interpretations 
thereunder and to consider their possible interaction with 
brokerage practices,” and requested ‘’suggestions for further 
action.’ 


Subsequently, the Commission concluded that additional 
time was needed to evaluate the potential problems. if any, 
in applying the Advisers Act to brokers and dealers in the 
light of business practices evolving in the securities industry. 
It also conciuded that it was not appropriate to exempt from 
the Advisers Act for an extended period those brokers and 
dealers who perform investment supervisory services or 
other investment management services because of the 
special trust and confidence inherent in the relationships 
between such brokers and dealers and their advisory clients. 
Accordingly, Rule 206A-1(T) was amended principally to: 
(1) extend the expiration date for the temporary exemption 
to April 30, 1976; and (2) to make the exemption in- 
applicable after November 30, 1975 to broker-dealers who 
provide investment supervisory or investment management 
services.® 





3 Section 202(a)(11) of the Advisers Act defines the term 
“investment adviser’ to mean, with certain limited ex- 
clusions — 


any person who, for compensation, engages in the 
business of advising others, either directly or through 
publications or writings, as to the value of securities or 
as to the advisability of investing in, purchasing, or 
selling securities, or who, for compensation and as 
part of a regular business, issues or promulgates 
analyses or reports concerning securities. 


* Investment Advisers Act Release No. 455 (April 23, 1975). 


5 Investment Advisers Act Release No. 471 (August 20, 
1975). 


The text of Rule 206A-1(T), as then amended, was as 
follows: 


Rule 206A-1(T). Temporary Exemption for Certain 
Broker-Dealers/Investment Advisers. 


(a) Any person who was registered as a broker or 
dealer pursuant to Section 15 of the the Securities Ex- 
change Act of 1934 on May 1, 1975, and was not 
then registered as an investment adviser pursuant to 
Section 203 of the Investment Advisers Act of 1940 
(or any successor, within the meaning of Rule 15b1-3 
under the Securities Exchange Act of 1934, to such 
broker-dealer) shall be temporarily exempt from the 
provisions of the Act and the rules and regulations 








e@ 


e@ 


4 
g 9 


Ce 








»@ 





To date, the Commission has not observed a significant 
amount of unbundling of advisory services by broker-dealers. 
To the extent that this is temporary, it is appropriate to ex- 
tend the exemptive provisions of Rule 206A-1(T) for an ad- 
ditional year. In that way, it is anticipated that a more 
meaningful data base will be available for the purpose of 
evaluating the need for, and the economic impact of apply- 
ing, the dual regulatory schemes of the Advisers Act and the 
Exchange Act to the unbundled advisory services. 


The Commission finds that it would also be appropriate to 
clarify in Rule 206A-1(T) that the exclusion from the exemp- 
tion for a broker-dealer who performs investment super- 
visory services or investment management services is 
applicable only if such services are performed ‘for special 
compensation or not solely incidental to his business as a 
broker-dealer.” 


Accordingly, Rule 206A-1(T) is hereby amended in the 
following manner: 


1. Paragraph (a) is amended to change the expiration 
date of the temporary exemption from April 30, 1976 
to April 30. 1977; 


2. Paragraph (a)(2) is amended to clarify that the dis- 
qualification specified therein applies only to a broker- 
dealer who performs investment supervisory or invest- 
ment management services “for special compensation 
or not solely incidental to his business as a broker- 
dealer;” 


and 





thereunder until April 30, 1976: Provided, however, 
that — 


(1) this exemption shall not be applicable to any such 
person (a) whose broker-dealer registration is 
withdrawn, suspended, cancelled or revoked, or (b) 
who acts as an investment adviser, as defined in Sec- 
tion 2(a)(20) of the Investment Company Act of 1940, 
to any investment company registered or required to 
be registered under that Act; and 


(2) this exemption shall not be applicable after 
November 30, 1975, to any broker-dealer who per- 
forms investment supervisory services as defined in 
Section 202(a)(13) of the Act or investment manage- 
ment services as defined in paragraph (b) of this rule. 


(b) For the purposes of this rule, a person performs 
“investment management services’ with respect to 
any account as to which such person, directly or in- 
directly, for special compensation or not solely in- 
cidental to his business as a broker-dealer, 


(1) is authorized to determine what securities shall be 
purchased or sold by or for the account; or 


(2) makes decisions as to what securities shall be 
purchased or sold by or for the account even though 
some other person may have responsibility for such in- 
vestment decisions. 


3. Paragraph (b) is amended to delete the phrase ‘for 
special compensation or not as part of his business as 
a broker-dealer” from the definition of investment 
management services, since it is no longer necessary 
in view of the foregoing amendment of paragraph 
(a)(2). 


The text of Rule 206A-1(T), as amended hereby, is set forth 
below. 


Rule 206A-1(T). Temporary Exemption for Certain Broker- 
Dealers/Investment Advisers. 


(a) Any person who was registered as a broker or dealer 
pursuant to Section 15 of the Securities Exchange Act of 
1934 on May 1, 1975, and was not then registered as an in- 
vestment adviser pursuant to Section 203 of the Investment 
Advisers Act of 1940 (or any successor, within the meaning 
of Rule 15b1-3 under the Securities Exchange Act of 1934, 
to such broker-dealer) shall be temporarily exempt from the 
provisions of the Act and the rules and regulations 
thereunder until April 30, 1977: Provided, however, that - 


(1) this exemption shall not be applicable to any such per- 
son (a) whose broker-dealer registration is withdrawn, 
suspended, cancelled or revoked, or (b) who acts as an in- 
vestment adviser, as defined in Section 2(a)(20) of the 
Investment Company Act of 1940, to any investment com- 
pany registered or required to be registered under that Act: 
and (2) this exemption shall not be applicable after 
November 30, 1975, to any broker-dealer who, for special 
compensation or not solely incidental to his business as a 
broker-dealer, performs investment supervisory services as 
defined in Section 202(a)(13) of the Act or investment 
management services as defined in paragraph (b) of this 
rule. 


(b) For the purposes of this rule, a person performs “‘invest- 
ment management services” with respect to any account as 
to which such person, directly or indirectly, 


(1) is authorized to determine what securities shall be 
purchased or sold by or for the account; or 


(2) makes decisions as to what securities shall be purchas- 
ed or sold by or for the account even though some other per- 
son may have responsibility for such investment decisions. 


* * * * 7 


The Commission finds that the adoption of the foregoing 
amendments to Rule 206A-1(T) without requesting ad- 
ditional comments is appropriate in the public interest and 
consistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Advisers 
Act, since (a) it will continue for an additional year beyond 
its scheduled expiration an exemption from a statutory re- 
quirement for a class of persons registered under and sub- 
ject to the provisions of the Exchange Act, and (b) it will 
clarify the conditions for exclusion from the exemption. The 
Commission further finds, in accordance with the re- 
quirements of the Administrative Procedure Act,® that notice 
of the amendments to Rule 206A-1(T) prior to adoption and 





®5 U.S.C. 551, et seq. (1970), as amended (Supp. IV. 
1974). 
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public procedure thereon are unnecessary, and publication 
for 30 days prior to the effective date may be omitted, since 
the amendment continues an exemption from statutory re- 
quirements which otherwise would be applicable, and since 
it is in the public interest to facilitate the continued transition 
to competitive public commission rates pursuant to Rule 
19b-3 under the Exchange Act. Accordingly, the 
amendments to Rule 206A-1(T) shall be come effective on 
the date hereof. 


The Commission solicits comments and suggestions concern- 
‘ing the future regulation under the Advisers Act of the per- 
formance of advisory services by broker-dealers. Any such 
submission should be directed to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549 on or before September 30, 1976. 
All communications should refer to File No. S7-560, and will 
be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 7333/March 29, 1976 


Securities and Exchange Commission v. Waste Manage- 
ment, Inc. et al. (Civil Action No. 76-0496, United States 
District Court for the District of Columbia) 


The Securities and Exchange Commission announced the fil- 
ing of a complaint and the entry, by consent, of orders of 
permanent injunction in the United States District Court for 
the District of Columbia against Waste Management, Inc., 
Harry Wayne Huizenga, vice-chairman of its board of direc- 
tors and Earl Edward Eberlin, regional manager for 
operations in the southeastern United States on March 26, 
1976. 


The defendants consented to the entry of these orders 
without admitting or denying the allegations of the Com- 
mission’s complaint. 


The Commission alleged in its complaint that during the 
period from 1972 through 1974 the defendants created and 
maintained a secret fund of corporate monies, which were 
used for political contributions and other purposes, certain of 
which were unlawful. The complaint alleged that during the 
years 1972 through 1974 the company disbursed in excess 
of $36,000 out of this fund. 


The complaint also alleged that during the year 1974 the 
company made a contribution of $35,000 to a political party 
in a foreign country and that this contribution was improper- 
ly capitalized on the company’s books and records as a cos 
of a landfill permit. 
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The orders of permanent injunction enjoin defendants from 
further violations of the reporting and proxy provisions of the 
Securities Exchange Act of 1934; from using corporate 
funds for unlawful political contributions or similar unlawful 
purposes; from making false or fictitious entries in their cor- 
porate books and ;ecords; and from establishing or main- 
taining any secret or unrecorded fund of corporate monies or 
other assets. 


Prior to the entry of these orders, the company at the re- 
quest of the Commission, initiated an investigation into the 
facts and circumstances surrounding the use of secret funds 
of corporate monies or other assets for unlawful political 
contributions or other purposes. The company has adopted a 
policy and implemented procedures designed to preclude 
further improper use of corporate funds or other assets. 





Litigation Release No. 7334/March 30, 1976 


U.S. v. APPLE VALLEY ENTERPRISES, INC. (District of 
Arizona, CR 76-147-JUC) 


The Office of the United States Attorney for the District of 
Arizona and the Denver and Los Angeles Regional Offices of 
the Commission, announced the return of an indictment by a 
Federal Grand Jury in Tucson, Arizona on March 17, 1976, 
charging Apple Valley Enterprises, Inc., Harry Bechtel, Paul 
R. Stulgin and Pioneer National Trust Company of Arizona, 
all of Arizona, Sheldon Nathanson of Las Vegas, Nevada and 
Roger J. Hagen and LuVern Meyer, broker-dealers of 
Manakato, Minnesota, with violating Sections 5(a) and 17(a) 
of the Securities Act of 1933 and the mail fraud and con- 
Spiracy statutes. 


The indictment alleged in 47 counts that the defendants 
conspired to issue, offer and sell Pioneer Trust No. 10,890 
corporate notes for the benefit of Apple Valley to investors in 
Colorado, Wyoming, Nebraska and elsewhere, in violation of 
the registration and antifraud provisions of the federal 
securities laws and the mail fraud statutes. The indictment 
further alleged that defendants conspired to issue, offer and 
sell investment contracts issued by Pioneer Trust No. 10.- 
890 for the benefit of Apple Valley in the form of the assign- 
ment of lot purchase contracts combined with payment 
collection services and the promise to replace delinquent 
and defaulting contracts in violation of the registration and 
antifraud provisions of the federal securities laws and the 
mail fraud statutes. 





Litigation Release No. 7335/March 30, 1976 


SEV v. Lonnie G. Pope, et al. (N. D. Ga. C76-343A) 


Jule B. Greene, Administrator of the Atlanta Regional Office $ 
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of the Securities and Exchange Commission, announced that 
on March 26, 1976, the Honorable Charles A. Moye, Jr., 
United States District Court Judge for the Northern District 
of Georgia, at Atlanta, issued orders permanently enjoining 
Lonnie G. Pope of Gainesville, Georgia (individually and 
d/b/a Pope & Associates) and Richard D. Wachtel of Mariet- 
ta, Georgia (individually and d/b/a Pope & Associates) from 
violations of the registration requirements and anti-fraud 
provisions of the Securities Act of 1933 and anti-fraud 
provisions of the Securities Exchange Act of 1934 in con- 
nection with the offer and sale of interests in oil and gas 
wells or leases or interests in limited partnerships, or any 
other securities. The defendants consented to the entry of 
the orders without admitting or denying the allegations of 
the Commission's complaint. 


For further information see Litigation Release No. 7288. 





Litigation Release No. 7336/March 30, 1976 


United States v. Eucker, et al. 
(Docket Nos. 75-1246, 75-1280, 75-1303, 2d Cir.) 


William D. Moran, Administrator of the New York Regional 
Office, announced today that the United States Court of 
Appeals for the Second Circuit affirmed the convictions of 
Carl W. Anderson and Fergus M. Sloan, Jr. and remanded 
for further proceedings the case against Donald Eucker. 


The three appellants were among five persons indicted in 
September of 1974 and charged with conspiracy to violate 
and substantive violations of the federal securities laws in 
connection with their association with Orvis Brothers, a now 
defunct broker-dealer. 


Anderson was convicted only on the conspiracy count, Sloan 
pleaded guilty to the conspiracy count and Eucker pleaded 
guilty to a substantive count charging illegal hypothecation 
of customers’ securities, reserving his right to appeal from 
the District Court's refusal to dismiss the count for failure to 
allege a crime. 


The Court found no merit in the variety of evidentiary and 
constitutional issues raised on appeal by Anderson and 
Sloan. However, it remanded the case as to Eucker back to 
the District Court in order to dispose of the question whether 
the defendant's guilty plea was entered at a time when he 
knew that such plea included the applicability of the anti- 
fraud provisions of the federal securities laws and Sections 
8(c)(1) and 8(c)(2) of the Securities Exchange Act of 1934. 
The defendant alleges that he believed that his plea was only 
to violations of Section 8(c)(3) of the Exchange Act. 
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ACCOUNTING SERIES 
Release No. 191/March 30, 1976 


Admin. Proc. File No. 3-4841 
In the Matter of 


Rudolph, Palitz & Co. 
1825 Walnut Street 
Philadelphia, Pennsylvania 


Harvey B. Spiegel 
490 Red Lion Road 
Philadelphia, Pennsylvania 


FINDINGS, OPINION AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


These are proceedings pursuant to Rule 2(e) of the Com- 
mission’s Rules of Practice to determine whether Rudolph, 
Palitz & Co. (the firm’), a public accounting firm, and 
Harvey B. Spiegel, a former partner of the firm, should be 
temporarily of permanently denied the privilege of appearing 
or practicing before the Commission. 


Respondents have submitted an offer of settlement which 
the Commission has determined to accept. Solely for the 
purpose of these proceedings and without admitting or 
denying the allegations of the order for proceedings, 
respondents consent to institution of proceedings under 
Rule 2(e) of the Commission's. Rules of Practice and to the 
entry of an order containing certain findings and remedia! 
sanctions as set forth below. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. Capital Corporation of American (CCA), a Pennsylvania 
corporation, has been registered with the Commission as a 
management, closed-end, non-diversified investment com- 
pany pursuant to Section 8 of the Investment Company Act 
of 1940 (1940 Act) since March 30, 1967. CCA is also a 
small business investment company, licensed as such on 
August 9, 1962 under the Small Business Investment Act of 
1958. 


2. CCA filed with the Commission a registration statement 
on June 28, 1967 under the Securities Act of 1933 (1933 
Act) which registration statement became effective 
September 17, 1970. CCA also filled reports and proxy 
solicitation materials as required by Sections 20 and 30(a) 
and (b) of the 1940 Act. 


3. Respondent Spiegel was CCA’s auditor from prior to 
March 31, 1967 through October 31, 1968. Respondent 
Rudolph, Palitz was CCA's auditor from November 1, 1968 
to March 31, 1974. From November 1, 1968 through 
February 28, 1972, respondent Spiegel was a partner of 
respondent Rudolph, Palitz and was the partner in charge of 
the audit of CCA.' 


4. Subchapter M of the Internal Revenue Code of 1954 
enables an investment company to enjoy certain favorable 





‘ Respondent Spiegel has not practiced as a public accoun- 
tant since March 1, 1972. 
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tax treatment provided that, among other things, at the end 
of each fiscal quarter of the investment company, the values 
and distribution of certain securities owned by the invest- 
ment company do not exceed specified percentages of the 
total assets of the investment company. 


5. From sometime prior to March 31, 1967 continuing 
beyond March, 1972, CCA had established lines of credit 
with various banks. On or about March 31, 1970, CCA 
borrowed $500,000 against such lines of credit, issuing 
notes therefor, payable April 1, 1970. On or about March 
31, 1971, CCA borrowed $740,000 against such lines of 
credit, issuing its notes therefor bearing a due date of April 
1, 1971. On or about March 30, 1972, CCA borrowed 
$200,000 issuing its note payable April 3, 1972. April 3, 
1972 was the first banking day following March 31, 1972. 
Each note was repaid on the due date. 


6. Respondents knew that the purpose of the aforesaid 
borrowing was to increase the amount of cash of CCA at the 
end of the fiscal quarters ended March 31, 1970, March 31, 
1971 and March 31, 1972,? so as to enable CCA to show 
the requisite ratios and thereby to qualify for the favorable 
tax treatment afforded investment companies under 
Subchapter M of the Internal Revenue Code. Respondents 
knew or should have known that CCA did not intend 
otherwise to use the proceeds of the loans made on or about 
March 31, 1970, March 31, 1971 and March 31, 1972 in 
the operations of CCA. 


7. Respondents, in auditing and reporting on the financial 
statements for the fiscal years ended March 31, 1970, 
March 31, 1971 and March 31, 1972, acquiesced in the 
following treatment of the transactions for balance sheet 
purposes: The proceeds of the borrowings which occurred 
on or about March 31 of each year were included as cash on 
the asset side of the balance sheet. The amounts of the 
borrowings were included under liabilities and capital under 
the caption ‘Notes payable due within 90 days — un- 
secured.” 


8. The balance sheet of CCA dated March 31, 1970 showed 
cash in the amount of $533,105. Of this amount, $500, 
000 represented the proceeds of the note dated March 31, 
1970 payable April 1, 1970. The balance sheet of CCA 
dated March 31, 1971 showed cash in the amount of 
$859,619. Of this amount, $740,000 represented the 
proceeds of the note dated March 31, 1971 payable April 1, 
1971. The balance sheet for March 31, 1972 showed cash 
in the amount of $448,393. Of this amount, $200,000 
represented the proceeds of the note issued March 30, 
1972 payable April 3, 1972. 


9. The borrowings referred to above represented ap- 
proximately 53 percent of the notes payable shown in the 
balance sheet dated March 31, 1970, approximately 50 per- 
cent of the notes payable shown in the balance sheet dated 
March 31, 1971 and 50 percent of the notes payable shown 
in the balance sheet dated March 31, 1972. 


10. Because of the “one-day” nature of the notes, the unique- 
ness of the business purpose for which the transactions 
were entered into and the size of the transactions in 
relationship to the aaggregate amounts of the cash and 





? The fiscal year of CCA ends on March 31. 
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notes payable on the balance sheet dates, respondents 
should have clarified, by financial statement notes or other 
acceptable methods, the items “cash” and “notes payable” 
on the year-end balance sheets to reflect the effect on those 
items of these borrowings and their repayment. 
Respondents, by failing to so clarify those items, failed to 
properly give effect to generally accepted accounting 
principals in reporting on the financial statements of CCA 
for the fiscal years referred to above. 


11. The statement of consolidated income for the year end- 
ed March 31, 1971 contained in the annual report dated 
March 31, 1971 of CCA reflected $90,000 as a gain on in- 
vestment resulting from the purported sale of property owned 
by CCA. This property had been acquired by CCA through 
foreclosure on 27 acres of land which had a cost basis to 
CCA of $60,000. 


On September 28, 1970, CCA sold its 27 acres to Affiliated 
Associates for $150,000. Affiliated Associates made no 
down payment on this purchase. CCA received a two-year, 6 
percent purchase money mortgage in the principal amount 
of $150,000 with both principal and interest due and 
payable two years from the date. CCA further received 
warrants to purchase a 50 percent interest in Affiliated 
Associates stock at $.10 per share. Respondents knew that 
Affiliated Associates was not an operating company. At the 
time of the audit, the property was appraised at $250,000. 


12. The $90,000 gain shown in the statement of con- 
solidated income for the year ended March 31, 1971 
referred to above, should not have been so reflected in such 
period and should have been deferred. In their weighing of 
the factors to determine whether the gain should or should 
not have been recognized, respondents failed to employ 
generally accepted accounting principles and auditing stan- 
dards.° 


After due consideration, the Commission has determined to 
accept the offer of settlement. In arriving at its determina- 
tion, the Commission considered the fact that Respondent 
Rudolph, Palitz & Co., in order to insure that it performs its 
audits in accordance with generally accepted auditing stan- 
dards, has agreed to the review described in the above, and 
likewise that Respondent Harvey B. Spiegel has agreed to 
participate in a program of continuing education. 


Accordingly, IT 1S ORDERED that proceedings pursuant to 
Rule 2(e) of the Commission's Rules of Practice be, and they 
hereby are, instituted against Respondents. 


IT 1S FURTHER ORDERED that, upon the terms and con- 
ditions provided in the offer of settlement, Respondents con- 
sent to the entry by the Commission of an order which 
provides that: 


1. Respondent Rudolph, Palitz & Co. is censured. 
2. Respondent Harvey B. Spiegel is suspended from 


practice before the Commission as an accountant for a 
period of sixty (60) days. 





3 See Accounting Series Release No. 95, dated December 
28, 1962, Securities Act Release No. 4566, Securities Ex- 
change Act Release No. 6982. 
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‘ Respondent Rudolph, Palitz & Co. has agreed that it will par- 
" e ticipate, after May 1, 1976 in a local firm quality peer review 

program conducted by the American Institute of Certified 
Public Accountants. 





Respondent Harvey B. Spiegel has agreed that he will un- 
dertake a program of continuing professional education con- 
sistent with the guidelines recommended by the American 
‘ Institute of Certified Public Accountants on continuing 
+ education for professional members of said association. 


IT IS FURTHER ORDERED that Administrative Proceeding 
Number 3-4402 is hereby dismissed. 


By the Commission. 


‘.@ ’ George A. Fitzsimmons 
Secretary 
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